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WHEN WILL BUSINESS IMPROVE? 


To answer this question in a satisfactory manner we must in- 
quire why the business of the country is depressed. Only a short 
time ago it was bounding with prosperity, now it is sunk in the 
valley of despondency. What are the causes of this sudden change? 
It is not difficult to trace them. It is very generally acknowledged 
that business enterprises in many directions have gone beyond the 
immediate necessity for them. This is especially true of railroad 
construction. Hundreds of miles have been built for which there 
was no immediate need. Moreover, there has been an over-produc- 
tion in all the leading departments of industry. The modern facili- 
ties for production are so perfect that it is easy to produce 
most things that are needed on a stupendous scale. It was main- 
tained by the older political economists that over-production was 
impossible. At some price or other every thing would find a 
buyer and consumer. But the error of this doctrine is clearly seen 
and admitted. No person needs more than a certain amount of 
food or clothing. No person can comfortably eat two dinners on 
the same day. If, therefore, a second dinner is cooked for him, 
either it is not eaten, or if it be, he is the worse for it. Con- 
sumption theref6fe is limited. Production must be governed by this 
limit or exceeded at an ever increasing loss. 

There are persons who assert that if people were only to spend 
enough, business would be as brisk as ever. They anxiously in- 
-quire why do people at a time like this economize? Why do they 
spend less for dress, for living and in other ways? Why are they 
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less inclined to engage in new undertakings? Why has hopeful- 
ness given way to despondency? Why is there such a disinclination 
to push out into the unknown but tempting realm of business ad- 
venture? Is there any reason, say these inquirers, for this change 
in venturing ? 

In reply, it may be remarked that it is of the highest importance 
how every person spends his income. It is very true that all the 
capital of the world is used, and that it is spent over and over 
again. But it is of the highest importance how capital is spent. 
If, for example, A invests $100,000 in the Northern Pacific Rail- 
road enterprise, and no dividends are earned for many years, he 
has no income from that source to spend. That sum previously 
earned him an income which either he spent in further produc- 
tion, or in gratifying his tastes or pleasures, or loaned it to others 
who employed it in some manner. But now he has invested it in 
an enterprise from which there is no return. He has nothing 
therefore to spend from this source, whatever his inclination might 
be to spend if he had it. Suppose instead of investing it in that 
enterprise he had put it into one yielding an annual dividend of 
eight per cent. In the latter case he would, have an income either 
to spend or to loan to others, which they would not borrow, of 
course, if they-did not expect to spend it. 

These illustrations, therefore, show very clearly that the im- 
portance of a profitable expenditure of capital can not be over- 
rated. One reason why so many fall into error on this subject is 
because they regard money as the most important part of capital. 
If, therefore, money is used over and over again, and is very active, 
they seem to think it is a matter of small consequence how it is 
used, whether in building the Northern Pacific Railroad, or in 
a paying enterprise like the Pennsylvania system. It may be that 
the money is just as actively employed in building the Northern 
Pacific as in building another railroad that pays a handsome profit, 
and that the money consequently circulates just as rapidly in the 
one case as in the other. But the reader cannot fail to see that 
in the former case a certain amount of capital is locked up for an 
unknown time, gone into disuse; while in the other case it is an 
active agency in promoting production. Let us advance these two 
illustrations one stage further. The Northern Pacific is running. 
Men are busily employed all along the line. They may be paid 
good wages and receive them regularly, The same conditions exist 
on the Pennsylvania Railroad; but there is this marked difference 
between the two enterprises which must be kept in mind. One 
_ road yields no return to the investor, the other road does. In- 
vestors in the one case have nothing to spend from their invest- 
ment; in the other they have. 

What has happened to our country is this: a very large amount 
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of eapital has been invested in non-paying enterprises, and so these 
investors are necessarily compelled to spend less and to loan less to 
others than before. They can not spend or loan what they do not 
have. The amount of capital invested in such enterprises since 1879 
is enormous. It was inevitable, therefore, for a period of depression 
to follow such an excessive locking up of capital. It is true that 
every person having large means can invest a portion in enter- 
prises not bringing any immediate return. What portion can be 
wisely set aside for this purpose must depend on many things. 
Each case must decide singly. Thousands of enterprises are under- 
taken by men of ample means who do not expect an immediate 
return, and the wisdom of which is justified by the final result. 
If every investor should look to immediate returns, of course many 
enterprises would never be attempted. Nevertheless, the fact is 
equally clear, that for several years past we have been expending 
too much capital in this manner. A few persons only could thus 
afford to invest, many who have done so could not, and conse- 
quently they are obliged to retrench. This, as we have said, was 
inevitable. 

If this diagnosis be correct, those who are looking for a speedy 
return of prosperity will look in vain. It can not come until enter- 
prises that have been launched so recklessly begin to pay. When 
they do, these investors will have more money, and, of course, will 
spend more. All efforts to galvanize business, to breathe into it an 
artificial life, will prove fruitless, for the reason that there can be 
no real improvement until the conditions before noted have been 
met. When this time shall come no one can foretell, but not soon 
we fear. Certainly no signs of improvement are seen, yet ina certain 
sense the country has improved steadily. Many of the recently 
launched enterprises if not paying are getting nearer to a paying 
condition. Like the ending of the depression that began in 1873, 
this also will pass away, noiselessly, and almost without observa- 
tion. Those engaged in business will suddenly awake to a more 
prosperous day. The previous transformation was as silent as it 
was wonderful, and this is likely to occur in the same way. But 
we should not look for it speedily, not until the condition of 
things above described has been fulfilled. Not until the people 
have a larger spending power can they spend more, whatever their 
desire may be. Let us be cheered by thinking that with the 
growth of population and the settling and developing of the country, 
many enterprises are approaching more or less rapidly to a paying 
basis; and that thus the work of recuperation is going on, although 
the patient may still be unable to get out of bed. 
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THE MONETARY CIRCULATION. 


During the year ending May 31 last, there was a decrease of 
$ 17,039,072 in the amount of outstanding National bank notes, and 
an increase of $573,733 in the amount of lawful money deposited 
in the United States Treasury for the redemption of the notes of 
failed, liquidating and reducing banks. The effective reduction of 
the bank-note circulation during the year was, therefore, $17,612,- 
805, which is about $10,000,000 less than the addition made to the 
total currency by the silver dollar coinage. There was substantially 
no change in the amount of gold money (coin and bars), as the 
net export and consumption in the arts were just about balanced 
by the yield of our domestic mines. The volume of the green- 
backs is by law a fixed and stationary quantity. Taking all the 
component elements of our monetary circulation together, the in- 
crease during the year may be computed at $10,000,000, which is 
clearly a less increase than is required to sustain prices in a rapidly 
growing country like the United States. It is not agreed what the 
measure of the increase of money in such a country would and 
must be in order to maintain prices, but if we take as the meas- 
ure the expansion of population, which is the smallest measure 
propoged by writers upon such subjects, the annual increase of 
money in the United States should now be about $40,000,000. 
The actual increase of only $10,000,000 during the year ending 
on the thirty-first of May was accompanied, as is universally rec- 
ognized, by a distinctly marked, although not ruinously great, 
decline in the general range of prices. 

Some persons suppose that it is always possible to maintain by 
our own laws and public measures a volume of currency sufficient 
to maintain steadiness of prices, and such persons naturally turn 
to the Government for monetary relief when the currency is found 
to be inadequate to sustain the activities of trade and industry. 
But the truth plainly is, that so long as we maintain our money 
at the metallic standard by the coin convertibility of the paper 
part of it, we remit the question of the total volume of it to’the 
regulation of the foreign exchanges. At every given time there is 
only a certain range of prices in this country which is compatible 
with the equilibrium of our foreign trade, and an attempt to keep 
prices above that range by paper issues large enough to stimulate 
higher prices can have no other termination, and very speedily, than 
a suspension of specie payments. Under the metallic standard, 
therefore, we must accept the conclusions that neither the volume 
of our currency nor the general range of our frices is under our 
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own control, and that both must, in the main, follow the ebbs and 
flows of the commercial world.. And there can be no question 
that, taking into view all the effects of the metallic standard, the 
judgment of the country is substantially unanimous that it is a bet- 
ter standard than anything which is likely to be substituted for it, 
and that its maintenance, during this generation at least, must be 
regarded as one of the fixed facts of the situation. 

While it is true that prices in this country have fallen during 
the past year, it is also true that they are even now at quite as 
high, and perhaps higher range, relatively to foreign prices, as it 
is possible to maintain. Low as our markets are, Europeans are 
sending great quantities of merchandise here for sale. The balance 
of trade is against us, and unless prices rise in Europe or fall here 
this adverse balance will force further exportations of gold. Ap- 
parently there is nothing to raise them in Europe, unless it is paper 
issues, Of which the only immediate possibility is the chance that 
there may be an outbreak of war or of revolutions, involving some 
of the great countries. That may happen any day, and, on the 
other hand, it may be postponed for years. 

In respect to the immediate future of the volume of our own cur- 
rency, it is in the first place substantially certain that the coinage 
of silver dollars, at the present rate of twenty-seven or twenty-eight 
millions annually will go on until the meeting of a new Congress 
in December, 1885, unless it is in the meantime superseded by an 
accord between opposing interests and opinions upon the basis of 
circulating certificates representing silver at its gold value. It is, in 
the next place, certain that, in the absence of new legislation by 
Congress, the bank-note circulation will continue to shrink, but 
probably not at a rate sensibly greater than its shrinkage during the 
past year. The calling of the threes is the main cause of the shrink- 
age, and it is not likely that as many threes will be called during 
the coming year as during the past year. There is much greater dispo- 
sition among the banks than was expected last fall to supply them- 
selves with other Government ‘bonds in place of the called threes, 
and this has been lately favored by the fall in the market prices of 
the fours and four and a-halfs. In respect to the volume of the 
greenbacks, no legislation affecting it will be seriously undertaken 
in the present Congress. In respect to our coined money, the 
silver will certainly, all of it, remain at home, where it is worth 
more than it is anywhere else. As to gold, it is very unlikely that 
there will be any net import of it for a year or two to come, and 
it may turn out that the foreign trade will continue in a course 
which will cause an export of it in excess of the production of our 
domestic mines. 
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THE CUSTODY OF BANK RESERVES. 


The law requires that the deposits in National banks shall be 
protected by a twenty-five-per-cent. reserve, but recent events raise 
the question whether a much greater proportion of this reserve 
should not be kept and remain unused in the vaults of the banks, 
than is now required to be so kept. At present, the country banks 
are permitted, as to a large part of their reserves, to keep it, not 
in the form of actual cash in their own possession, but in the 
form of credit balances on the books of other National banks in 
the reserve cities. As the country banks can and do arrange to re- 
ceive interest on such balances, while they derive no income from 
cash lying unused in their vaults, they naturally hold the legally ~ 
required reserves, as little in cash and as much in such balances, as 
they can consistently with the provisions of the banking acts. 

In ordinary times, when things are running along smoothly, de- 
positors in country banks are indifferent to the place of custody of 
their reserves. But in times of alarm and semi-panic, they are 
made uneasy by the reflection that the bulk of these reserves are 
merely claims on other banks in the reserve cities, and principally 
in New York City, exposed to some risk, not very great, of being 
lost by insolvency, but exposed to a very sensible risk of being 
locked up for a longer or shorter time by a suspension. This con- 
dition of things extends alk over the country, a distrust which 
might otherwise have been confined to a single point. During the 
late events affecting the Marine, Second National, Metropolitan 
and other banks in New York, it is doubtful whether any National 
bank in the South and West escaped the suspicious enquiry 
whether it was not likely to be embarrassed by the loss, or lock- 
ing up of its New York funds. 

The present system has also an injurious effect upon the banks 
in the reserve cities, which hold large portions of the reserves of 
the country banks. The system dangerously increases the amount 
of their demand liabilities, which, from the prevailing modes of 
doing business, always tend to become too large. And of all their 
demand liabilities, there are none more liable to be suddenly called 
for than such liabilities to country banks, whose own credit will 
always be shaken when the public mind is agitated, and which 
will therefore be compelled to draw in all their resources. 

It is not probable that the city banks, holding the funds of 
country banks, make any considerable profit out of them. The 
competition for those funds carries the rate of interest paid for 
their use fully up to, and in many cases beyond what their use is 
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worth. And the necessity which the city banks are under to be as 
well prepared as possible to return the funds on demand, compels 
them to invest much more largely than they otherwise would in 
call loans secured by stock collaterals. Any market in which such 
loans are a conspicuous feature is in a position exposed to disasters. 
Although it is true, that if made with prudence and care, as most 
of them are, they are safe loans for the lenders and more promptly 
collectable than the general mass of loans, it is at the same time 
true that their collection cannot be enforced without the sacrifice 
of borrowers and a breaking down of the prices of stocks. 

Other causes for financial fluctuations are numerous enough and 
efficient enough, without adding to them this feature of permitting 
country banks to weaken themselves by changing their reserves 
from real money in their own keeping into credits on the books 
of city banks, which latter cannot afford to hold them in the 
shape of money, but must loan them on call, or at short dates, 
and on conditions unfavorable to steadiness, either in the money 
market, or in general business, or in the prices of financial stocks. 

In England .it is admitted on all hands to be a source of dan- 
ger, that the London banks and bankers keep all their reserves 
in the bank of England, the small amount of cash in their own 
vaults being commonly spoken of as merely “till money.” It has 
thus come to pass that Great Britain has really but one central re- 
serve behind all its vast financial transactions, and that is the rela- 
tively small amount of cash in the Bank of England. The English 
are slow to make changes, but there is an entire accord among pru- 
dent and thoughtful persons in that country, that it would be a 
great gain to the safety of business and finance if the banks and 
bankers of the metropolis kept more of their reserves in their own 
hands. 

A proposition to compel the country banks in the United States 
to keep in their own vaults the whole of their legally required re- 
serves would not be acceptable, and would introduce a change too 
great to be made suddenly. But a proposition to compel them to 
retain a considerably greater proportion of their reserves than they 
now do, perhaps as much as four-fifths, may come to be regarded, 
after a full discussion of the subject by bankers, as a measure so 
essential to the stability of the National banking system as to in- 
duce a willing sacrifice by the country banks of the not very im- 
portant profit which they realize under the present system. It is 
to be hoped that at the approaching session at Saratoga of the 
Association of Bankers, this question will be examined and eluci- 
dated by the experienced financiers who will then be brought to- 
together for consultation. SENEX. . 








THE BANKER’S MAGAZINE. 


MEN AND METHODS IN BANKING. 


The recent bank failures teach one very impressive lesson, namely, 
that a bank president who is chief bank manager should be engaged 
in no outside interest of any considerable importance. Men should 
be chosen who not only understand the details of banking, but who 
regard the success of their institution as the chief end of their toil. 
Of course there are many bank presidents who are such only in 
name, and whose manner of service was well undestood at the time 
of their election. They often have a large pecuniary interest in the 
bank, and it is not expected that much of their time will be devoted 
to it. But a bank manager, whatever may be his official title, is 
elected with the expectation that he will devote his best energies 
to the business. If in the course of his.career his energy should be- 
come divided, and an outside interest should absorb a considerable 
portion of it, nothing is clearer than he should be asked to resign 
his official connection with the bank. These men, by reason of their 
official connection with the bank and their ability to control cap- 
ital, are often solicited to engage in other enterprises. The conse- 
quence is a division of their energies, and at last the bank sometimes 
becomes a secondary thing with them. It is used simply as a means 
for aiding the other enterprise in which the bank manager has a larger 
interest. Whenever a change of this kind occurs he is a dangerous 
man for a bank to retain; either through neglect or misconduct 
the bank may suffer. He ought to be regarded as not above all 
temptations; not entirely dispossessed of the desire for money-mak- 
ing. On the other hand, as all know, these managers are mortal, are 
quite as fond of money and of acquiring fortunes as other persons, 
and therefore when an opportunity is presented to make a fortune 
outside the bank they improve it. The baneful result is before us 
in the failures which have recently happened. 

When it becomes apparent that a manager is thus largely engaged 
in outside affairs, the directors have one very plain duty to per- 
form: his resignation should be demanded at the earliest moment. 
He should be made to feel at all times that while he 1s free to 
engage in outside enterprises as largely as he pleases, he can not 
do so and at the same time retain his official connection with the 
bank. A division of energy of this kind should be regarded as 
incompatible with wise and vigilant banking. Just now the news- 
papers are teeming with advice and instruction to bank officers, 
concerning the best ways of loaning money, but all this advice and 
instruction are worth little compared with the importance of re- 
quiring the highest ability and fidelity of bank managers. If they 
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are faithful to their trusts they will loan the resources of their 
banks as best they can, and if losses happen they will not be 
blamed for them. But if persons are conducting any of our banks, 
who desire to use them for promoting outside schemes, no rules how- 
ever sound or founded on the largest experience, will be followed by 
them. Nothing is clearer than that the best rules are set aside 
by incompetent or unworthy men whenever the occasion for so 
doing arises. Not better rules but better men are wanted to conduct 
banking institutions. These will be had if they shall clearly un- 
derstand that the management of outside affairs is incompatibie 
with their position as bank managers. This is the lesson which 
these failures have for us, and bank directors and stockholders 
should not be slow in heeding it. 
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TAXATION OF PERSONAL PROPERTY. 


A special grand jury has recently rendered a report on the finances 
of New York City. It is the outcome of an investigation concern- 
ing the coupon fraud perpetrated several months ago. A fine op- 
portunity was presented for investigating the evils of the sys- 
tem of finance prevailing in that city, which, unfortunately, was not 
improved. To have presented a remedy might have been outside 
their province, but the way was clear to investigate thoroughly the 
ways and methods by which the finances are conducted. A great 
deal of valuable information might have been obtained by an in- 
vestigation of this kind. We must wait perhaps a long time before 
this is done. 

There is one point in the report worth consideration here, namely, 
the taxation of personal property. The grand jury declare that the 
taxation of it in this city should be abolished, for the reason that 
as “the laws stand no one who has the control of his own, invest- 
ments need be liable to taxation on personal estate, and the result 
is that a very large proportion of the tax falls on widows, orphans 
and other beneficiaries under wills and trusts prescribing investment 
in bonds and mortgages, the property mortgaged also paying its full 
share of taxation. The most judicious and practical policy would 
appear to be to abolish wholly the taxation of personal estate of 
individuals, making up the loss in part by taxation of franchises 
and other privileges of corporations. Some plan should be adopted 
for canceling the large amount of uncollectable arrears of personal 
taxes. They are practically worthless; and to keep them on the 
books as an asset is delusive.” 

Though these recommendations contain nothing new, they cannot 
be reiterated too often. Again and again has it been shown that 
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the taxation of personal property works serious injustice. Those 
who wish to evade the payment of their taxes can easily find a 
way to do so. No law requiring them has ever been effectively 
enforced. The widows and orphans and trustees and the more 
helpless classes of the community pay, while those having larger 
properties and who are the best able to bear taxation escape. Noth- 
ing is easier than for those who are intent on defrauding the State 
in this particular to accomplish their purpose. Although a vast 
amount of personal property exists in this city, only a very small 
portion is ever revealed to the assessor. This fact clearly shows 
how inadequate is the present tax system to meet the case, 
The grossest inequality, therefore, must be practised so long 
as this system prevails. It is far worse than a tax levied on in- 
comes, the chief objection to which was, that persons made false 
returns to the Government. Yet no one doubts that fairer returns 
were made than are received by the assessors of New York City 
from the owners of personal property. 

The right thing to do is to cease taxing all evidences of prop- 
erty. The rule should be observed of taxing visible, actual, tan- 
gible property, and not the evidences thereof. The actual property 
can be seen and handled. It cannot be locked up in a safe, or 
readily removed, or spirited away. If a tax, therefore, be laid on 
that, it can be collected. Evasion is impossible, except by collusion 
with public officials. | 

The grand jury say, that the loss by the abolition of the tax on 
personal property can be made up by taxing franchises and other 
privileges of corporations. This is a good suggestion. Corporations 
are visible. The amount of their business.can be ascertained. They 
are subject to public supervision. If a tax be laid on them it can 
be collected. Moreover, the taxation of corporations would be prac- 
tically the taxation of a great proportion of the personal property 
which the law now vainly endeavors to reach. Take a railroad com- 
peny, for example. The stocks and bonds issued are the evidences 
of the property of the company, or the rights to the same. At 
present, most of the States endeavor to tax the bonds and. stocks 
issued, which can be easily hidden away, or transferred, or put be- 
yond the reach of the taxing power. But the corporation itself 
cannot be hidden so easily. In ascertaining the tax which should 
be imposed, the value of the stocks and bonds issued may be 
properly regarded as proof of the value of the property, and the 
tax may be levied accordingly. When, therefore, it is practical to 
tax the actual thing fairly and equitably, why should the State still 
continue the barbarous system of taxing the evidences of that prop- 
erty, which it is certain cannot be taxed fairly and equitably? 
Why should an inequitable and unjust system be continued, when 
the way is clear for establishing a better one? 
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EARLY NEW YORK BANKING. 


The oldest banking institution in New York City commemor- 
ated its hundredth anniversary on the ninth day of June. The 
directors have just published its history. The volume is interesting, 
and the occasion is a fitting one to present this record to the 
world. 

The bank was founded in 1784, the year after the close of the 
revolutionary war. Its constitution was framed by Alexander Hamil- 
ton, the greatest name in American finance, and who was a mem- 
ber of the first board of directors. 

When the bank was organized, the financial condition of the 
country was in a very unsatisfactory condition. The bank of North 
America existed in Philadelphia, and this had played a useful 
part in the financial history of the time. It had issued a paper 
money, which, circulating with some difficulty in the beginning, 
was afterward - readily taken; nor was its value ever subsequently 
doubted. The reason why its notes were taken with hesitation in 
the beginning was, because the Continental Congress and the 
several States had deluged.the land with a paper money that had 
become worthless. The people, therefore, had reasons for distrust- 
ing the first issues of the bank. Robert Morris, who projected it 
(though it may in truth be said that Hamilton was the real author 
of the bank) by his own personal credit and integrity, was able to 
strengthen the faith of the people to such an extent that its bills 
went into circulation. When the Bank of New York was estab- 
lished, all doubts concerning the genuineness of the Bank of North 
America issues had passed away. Hamilton and his associates, there- 
fore, could confidently look forward to the success of their enter- 
prise. 

One of th@ remarkable contrasts in the history of banking is, the 
value of the privilege of bank note issuing then and now. When 
the Bank of New York was established, the peculiar gains of the 
business were to come largely from the issue of notes. The capi- 
tal invested would yield no greater interest to the stockholders than 
it would if employed in other ways. The banks generally through- 
out the country for many years looked to this source mainly for 
their gains. As our country has increased in wealth, bank de- 
posits have enormously enlarged, and the chief gains from banking 
no longer come from circulating notes, but from the employment 
of deposits. One would hardly have imagined a change so extra- 
ordinary within a‘ hundred years. 

It is interesting to read that the newly elected officers were not > 
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familiar with the methods of banking, and that the cashier was em- 
powered to go to Philadelphia with a letter of introduction from 
Hamilton to procure the desired information from the Bank of 
Notth America. That institution had been going long enough to 
furnish some valuable’ “points” pertaining to the conduct of the 
business. 

The bank prospered from the beginning. New York at that time 
was something of a town, containing over twenty thousand inhabit- 
ants. It was the second city in the country, Philadelphia having 
twice that number. There was considerable opposition to the bank, 
and the directors were charged with working in the interest of 
the British capitalists and traders. The bank was somewhat un- 
popular because it enforced the payment of its obligations when 
they matured. We can hardly imagine what the people would have 
thought had the bank had put over its doors the motto on the 
cover of the BANKER’S MAGAZINE, the soundness of which no 
banker ever questions. But it was then declared that the bank 
had destroyed private credit, and also the confidence, forbearance 
and compassion, formerly shown by creditors to their debtors. 
Some of the critics of the day greatly feared that these institutions 
would multiply, after the profits they earned were well known, 
unless their number was restricted by law. “We may not alone 
have one in every State,” said they, “but also in every county of 
the different States.” This prophesy, bold as it seemed to be, was 
not half bold enough. 

Having been established, of course, it sought to keep rivals out 
of the field. This was natural. The stockholders had a good thing, 
and they wished to retain it. Not long before, the citizens of 
Philadelphia, having learned that the Bank of North America was a 
profitable enterprise, sought to establish a rival institution. The 
controversy in that State was very bitter. The directors of the old 
concern were stoutly opposed to the new scheme, and prophesied 
direful consequences if two banks attempted to transact business in 
Philadelphia in opposition to each other. “Two shofs to go to” 
was the phrase of the day. The excitement ran high. The as- 
sembly of Pennsylvania “was plagued with long arguments on both 
sides,” but “all at once the thing was hushed up and accommo- 
dated.” The directors of the bank consented to increase the 
capital from $400,000 to $2,000,000, and to permit the projectors 
of the new enterprise to become stockholders in the other. That 
was the way in which opposition to the Bank of North America 
was silenced. 

Hamilton viewed, with considerable alarm, the movement for es- 
tablishing a rival bank in his own city. In a letter he says: 


“T have learned with infinite pain the circumstance of a new 


- bank having started up in your city. Its effects cannot but be in 
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every way pernicious. These extravagant sallies of speculation do 
injury to the Government and to the whole system of public credit 
by disgusting all sober citizens and giving a wild air to everything. 
‘Tis impossible but that three great banks in one city must raise such 
a mass of artificial credit as must endanger every one of them and 
do harm in every view. I sincerely hope that the Bank of New 
York will listen to no coalition with this newly engendered monster ; 
a better alliance, | am strongly persuaded, will be brought about for 
it, and the joint force of two solid institutions (the Bank of New 
York and the branch of the Bank of the United States) will without 
effort or violence remove the excrescence which has just appeared, 
and which I consider as a dangerous tumor in your political and 
commercial economy.” 

How the rival bank was started is familiar history. It was the 
work of Aaron Burr. In the summer of 1798, when the yellow fever 
previiled, he sought to impress on the people the necessity of im- 
proving their sanitary arrangements. More water especially was 
needed. A petition was presented to the legislature asking for a 
charter to authorize a company to introduce pure water into the 
City of New York. The capital was $2,000,000, As this sum might 
not be entirely required for the purpose indicated, a very innocent 
clause was inserted, that “the surplus capital might be employed 
in the purchase of public or others stocks, or in any other monied 
transactions not inconsistent with the laws and constitutional with 
the State of New York.” It was called the Manhattan Company. 
The charter was granted, without the slightest suspicion on the 
part of the majority who voted for it, that the clause quoted 
granted banking privileges. It was not the first time that legislators 
have been deceived, and from all that can be learned the day of 
deception is not entirely over. The mouse was soon discovered, 
however, for the company gave notice in the autumn of the year 
in which the charter was granted that banking operations would 
begin, a capital of $500,000 having been subscribed. The Directors 
of the New York Bank, enraged at the conduct of their rival, deter- 
mined at first to receive no notes issued by the Manhattan Com- 
pany, but afterward their feelings cooled and a different policy 
prevailed. 

There is another interesting event in the history of the bank 
worth mentioning, its course with respect to receiving the depreci- 
ated paper money issued by the State in 1786. The people had had 
enough of paper issues, and were unwilling to take any more. But 
that issued by the State was circulated to a considerable extent, 
and the bank was obliged to act in some way with regard to it. 
“The directors decided to open accounts and make discounts and 
payments in this currency, distinct from those in specie or the 
bills of the bank. This was continued for several years, and to 
facilitate the arrangement discounts were done in paper on Tues- 
days and in specie on Thursdays.” 
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The freedom with which banks may now be established in every 
part of the country is one of the marks of our progress. A great 
deal is said concerning the growth of monopolies and of their 
power, but after all may we not believe that wealth is more gener- 
ally diffused than it was a hundred years ago; that a high order 
of business ability is more general; that business is conducted with 
less secrecy than in the olden time; that the telegraph, the steam- 
car, the steamboat ‘and other agencies place men more nearly on the 
same level in gaining a livelihood and in keeping even in the race; 
that the newspaper, notwithstanding its evil-working, does much to 
expose evil doings, by visiting men with a punishment more severe 
than that which can be inflicted by any court, and consequently 
that society has made very solid gains since Hamilton’s day. 

The Bank of New York has never passed its dividend since 1837, 
when it was obliged to do so by law. During the one hundred 
years of its existence, 910% per cent. has been paid to its stock- 
holders. This certainly is a splendid pecuniary outcome of the 
enterprise. The ownership of the stock is peculiarly interesting. 
The rumber of shares is 20,000, owned as follows: 





i cin ss cadivenkst eieeabeseeedebocesudiesess own 6,549 shares. 
ns:006 6464009 56066 4960 rbhSheends r0bes cence endo 9,945 4 
BF 66026008 66teensonreetens ees rege wenesesese u 2,970 ww 
52 Charitable ass0ciations. .....cccccssccvccccseccccvece u 536 uw 
ey SOI 6 6:0:0.00.04 6 006008 s50060005 60600006 cn0008 “20,000 4 


The author of the work we are noticing, Mr. Domett, closes with 
the following remarks, which are as true as they are appropriate. 
“Those who are now or who have been associated with it may take 
a just pride in the position it has maintained through the changes 
of a century. It has survived the trials that have proved too 
severe for many other corporations, while the city whose name it 
bears has risen from a position of secondary importance to the 
rank of the chief city of the United States. And it can justly be 
said that of all the institutions of this kind that have grown up with 
it, none has more faithfully discharged its duty to the public, to 
the Government, and to its stockholders, than the Bank of New 
York.” 
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COTTON SPINDLES IN THE UNITED STATES.—The total increase of 
cotton spindles in this country during the past year was 660,000, 
making the present aggregate 12,660,000 spindles, of which  11,375,- 
ooo are in the North, and 680,000 in the South. The increase in 
the past three years has been 1,125,000 spindles, of which 1,035,coo 
has been in the North, and 250,000 in the South. The increase of 
spindles would not have been beyond the increased demand of the 
country had it not been for two facts: first, that the short crop of 
1881 crippled the purchasing power of the people and diminished 
their consumption; and second, that the over production in Europe 
caused large quantities of goods to be forced into our own and 
other markets at very low prices.—Lewéston Journal, 
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THE PUBLIC FINANCES. 


The surplus revenue of the United States, or, what is the same 
thing, the decrease in the net debt, was $4,763,241 in May, and 
$91,823,714 during the eleven months ending with May. For the 
fiscal year ending June 30 it may be estimated in round numbers 
at $100,000,000, which happens to be the precise amount of the 
reduction of taxes upon which a great many persons are vehemently 
insisting. Such a reduction would, of course, amount to the abso- 
lute stoppage of the liquidation of the public debt, including the 
abandonment of the sinking fund. If the partisans of the repeal 
of the taxes on whiskey, tobacco and beer could have their way, 
the present debt would not only be indefinitely perpetuated, after 
the European fashion, but would be increased at something like the 
rate of $20,000,000 annually. 

The following table shows the receipts and expenditures during 
the eleven months ending with May, 1884, as compared with the 
eleven months ending with May, 1883: 














Receipts from 1884. 1883. 
id eee mien awen $ 180,866,145 ee $ 192,932, 366 
Inland revenue.......... TII,QOO, 337 eeee 133,710,993 
Miscellaneous........... 28,468, 164 stiee 30,728,054 

i abebddeoweda . $321,234,646 eit $ 263,371,413 

Expenditures. 1834. 1883. 
SERS $ 125,196,308 ‘aiid $ 129,265,478 
rT 52,774,149 aaa 65,045,735 
ST EE ee 51,727,833 ani 50,335,977 

Wsdéesdcceceddes $ 229,698,290 anh $ 250,647,190 


On this comparison the surplus for the eleven months ending 
with last May is $91,536,356, which is less by $21,187,867 than it 
was during the eleven months ending with May, 1883. The falling 
off in receipts is slightly more than forty-two millions, but the ex- 
penditures have fallen off about twenty-one millions, the falling off 
in the pension payments alone being rather more than twelve 
millions. 

As to the fiscal year beginning July 1, 1884, it is probable that 
the internal revenue. will be as large as during the preceding year, 
inasmuch as the extra monthly receipts from the whiskey com- 
pelled to be taken out of bond will continue until about March 1, 
1885. The customs revenue will certainly fall off, and may fall off 
largely. The importations have been in excess of exportations 
since the end of February, and things cannot continue in that 
course a great while. The normal condition of our foreign mer- 
chandise trade requires a balance in our favor to meet the drain 
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of interest on what we owe abroad and to supply the heavy ex- 
penditures of American travelers in Europe. As the present ad- 
verse balance is not likely to be changed by an increase of ex- 
ports, inasmuch as the foreign demand for our agricultural staples 
is languid and at low prices, the balance must be changed by re- 
ducing imports, and that means a decline in the tariff revenue. 
It is impossible to keep up an adverse balance for any length of 
time on the basis of exporting gold, and improbable that it can 
be done on the basis of exporting securities or railroad stocks. 
Europeans do not want such Stocks, and as to sound American se- 
curities, they will not go abroad, because the market for them is 
now, and always will be hereafter, higher at home than anywhere 
else. Assuming that duties remain the same, it seems to us as cer- 
tain as anything future can be, that the tariff revenue will steadily 
dwindle for several years to come. Domestic production tends 
more and more to keep foreign products out of our markets 
Whether that is liked or disliked, it must be recognized as a fixed 
fact. 

During the fiscal year beginning with the present month the ag- 
gregate expenditure must be greater than during the fiscal year just 
closed. There will be a reduction in the interest of the public 
debt, but that will be small. The pension payments will certainly 
be larger under the legislation, past and prospective, of the present 
Congress, and they may be a good deal: larger. The ordinary ex- 
penditures are more likely to increase than to diminish. There is 
pretty clearly a tendency to embark in what is called the policy of 
building a new navy, in which any number of millions of dollars 
can be easily and quickly thrown away, with nothing to show for 
them but a few ironclads, which will be useless in a very short 
time by being superseded by new and improved models. But, 
unwise as it is, the clamor for a new navy is a very strong one, 
and we must reckon with it as one of the facts of the situation. 

Of extraordinary expenditures there are several in prospect. One 
of them is $10,000,000 for the Alabama claims, and another is an 
annual outlay of something like that amount for education, under 
the policy already sanctioned by the Senate in the passage of Mr. 
Blair’s bill by a decisive majority, and which in some form is un- 
derstood to be sure of a passage by the House. 

The truth really is, that if tariff and internal taxes remain as they 
are now, it will not be an easy matter to pay off before 1891 the 
$ 225,000,000 of uncalled threes which are subject to call. Perhaps 
a third of that may be paid off during the fiscal year which has 
just begun, but after that the process of payment will be a very 
slow one. The tariff revenue will have then sunk to a low point, 
and the internal revenue will no longer be kept up by extra pay- 
ments of whiskey taxes. 
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But there is no guarantee that the revenues will not be cut 
down by legislation. It is reported from Washington that a ma- 
jority of the House is ready to vote any day for the total repeal 
of the tobacco tax, and of the taxes on fruit brandy and on whis- 
key used in the arts, and that action of that kind has only been 
staved off so far by parliamentary rules and obstacles. But it must 
be concluded that the majority will finally have its way. Those 
who suppose that such legislation would be arrested in the Senate 
reckon without their host. The President would be prompt to ap- 
prove it, having already recommended it. 

The available cash balance at the end of May, in the Treasury, 
was. $147,817,660, which is about nine millions in excess of what 
the present Secretary and his predecessors have treated as the 
proper balance to be kept as the forty-per-cent. reserve for the re- 
demption of the greenbacks. Of the two calls for bonds of $1Io,- 
000,000 each, maturing on the 20th and 3oth of June, the payment 
of two millions had been anticipated during May, leaving $ 18,000,- 
ooo to be provided for. With the nine millions of surplus balance 
on hand, and the surplus balance expected to accrue during June, 
the Treasury is manifestly in a good condition to take care of the 
called bonds. 
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FINANCIAL FACTS AND OPINIONS. 


The estimates of the production of the precious metals in the 
United States during the calendar year 1883, as now completed and 
published by the Director of the Mint, show a yield of $30,000,000 
of gold and $ 46,200,000 of silver, being a decline of $2,500,000 in 
gold and $600,000 in silver as compared with 1882. Of the de- 
cline in gold, four-fifths, or $2,000,000, was in California, and was 
mainly the result of the decisions of the courts in the suits 
brought against the hydraulic mining companies by the farmers 
whose lands were injured by the great amount of earth washed 
into the streams. Where the profits of hydraulic companies are 
large enough to admit of it, it may be anticipated that they will 
make compromises with the farming interest so as to continue 
their operations. The aggregate gold and silver production of Colo- 
rado is $21,470,000, being larger than that of any other State, and 
showing an increase, as compared with 1882, of $1,500,000 equally 
divided between the two metals. The next largest production of 
silver was $6,000,000 in Montana. Following next to Montana in 
the yield of silver are Utah, Nevada and Arizona, each of them 
producing upwards of $5,000,000. The gold production of Alaska 
was $300,000 in 1883, and now promises to become much more 
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considerable. In the estimates of the silver production the silver is 
computed at the coining rate at our Mints. Its gold value 
would be about fifteen per cent. less; and as it is only that value 
which the miners receive, the value of the silver production is not 
$ 46,200,000, but $39,270,000. | 

The Director of the Mint prints tables showing a fall in the prices 
in 1883 in this country of the leading commodities, compared with 
the prices of 1882. The same fact of declining prices is shown in 
all accounts received from Europe, and it is beyond doubt the 
most conspicuous and important fact in the situation throughout 
the commercial world. As there is no agreement as to the cause or 
causes of the fact, there is and can be none as to how iong the 
decline in prices will continue, or to what extent it will go. 

The Director of the Mint has continued and extended his valu- 
able and well-directed investigations of the amount of gold and sil- 
ver annually consumed in the arts in this country, and finds it to 
have been during 1883 rather more than $ 19,000,000, of which rather 
more than $14,000,000 was gold. This is $2,000,000 more of gold 
consumption than he has ever before reported, and means about 
$ 13,000,000 of new gold used in the arts, after deducting $ 1,000,000 
of old jewelry and plate re-worked. If this is correct, only $17,- 
000,000 of the $30,000,000 of gold produced in 1883 would be left 
for monetary use. The use of silver in the arts in 1883 does not 
seem to have increased. No such careful and extensive enquiry 
into the amount of gold and silver going into the arts has been 
made in any country as Judge Burchard has made in the United 
States, and in many countries the estimates are nothing more than 
random guesses. And yet it is difficult to think of any branch of 
Statistics which is of more importance and interest to mankind. 

Lake freights are lower than ever before known, and grain is 
carried from Chicago to Buffalo, and thence by canal to New York 
City, at five cents per bushel for corn and five and three-eighth 
cents for wheat, or rather less than ten cents per 100 pounds, which, 
it is supposed, will keep railroad grain freights from Chicago to New 
York down to fifteen cents per 100 pounds. 

From May 3 to June 14, which dates include and cover the 
period of alarm and semi-panic which followed the Grant, Ward & 
Co. collapse, and the bank failures connected with it, the New York 
Clearing-house banks contracted their loans $47,107,600, and lost 
$ 52,103,700 of their deposits. 

The practice of call loans which exists on a great scale in this 
city, as between individuals, and as between banks and _ individuals, 
clearly tends to intensify the mischiefs arising from sudden pinches 
in the money market and from the frequent recurrence of periods of 
depression and distrust. The practice is too firmly established to 
be broken up, but it may possibly be checked and discouraged by 
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calling attention to the dangers which accompany it. What recom- 
mends it to borrowers is the fact, that they can obtain call loans 
at cheaper rates than time loans. The advantage of that is direct, 
obvious and immediate. The loan may be called at an inconve- 
nient time, and the securities which protect the loan may be 
thrown .on a ruinously depressed market, but that is a contingency 
only and may never occur, and the apprehension of it exerts very 
little restraining power. 

In the case of banks, it is an unavoidable part of their regular 
business to take the risks of being debtors subject to call, by re- 
ceiving deposits which are subject to be checked out at the will 
of the depositors. In ordinary times, no harm results from it; but 
in extraordinary times, such as occurred in May, when the credit 
of the most carefully managed institutions was liable to be destroyed 
by false rumors, it exposed the banks of this city to dangers which 
they were obliged to ward off by a plan of holding the resources 
of all the banks in readiness to protect any particular bank which 
might be assailed. Nobody will propose that the practice of re- 
ceiving demand deposits, which is an essential part of modern 
banking, should be given up, but the practice of increasing the 
amount of such deposits, by allowing interest on them, is not jus- 
tified by any necessity, and is full of dangers. In England, where 
the latter practice prevails much more than it does here, it is re- 
garded by thoughtful persons as one of the most efficient of the 
causes of the monetary crises for which that country is distin- 
guished. Among the National banks in the United States, the al- 
lowance of interest on demand deposits is not extensive, and 
is confined to exceptional cases, but the peculiar relations and 
duties of those institutions to the business, and especially to the 
currency of the country, seem to render it desirable that the 
practice of allowing such interest should be discontinued entirely. 

The Financial Chronicle publishes a table of the gross earnings 
of fifty-five of the principal railroads in this country, in May, 
showing an increase of 3.15 per cent., as compared with May, 1883. 
The mileage of these roads had increased during the year from 
38,784 to 42,568 miles, or 9.75 per cent. The decrease of earnings 
per mile is probably attributable more to a reduction of rates than 
to a reduction of businsss. 

In the foreign trade of the country (exclusive of coin and bullion) 
there was an adverse balance in March of $5,052,306, and in April 
of $4,278,968, making a total of $9,321,304. But the exports of 
gold in April was about $18,000,000, and taking the two months 
together and including the movement of both gold and silver, the 
balance in favor of the country was about $20,000,000. This would 
indicate that there was no buying abroad of American stocks and 
securities in excess of the amount sold back to us by foreigners. 
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A city commercial journal of June 14, which reports the distribu- 
tion of general merchandise in all parts of the country to be pro- 
ceeding languidly, and at prices not only very low, but still falling, 
finds consolation in the following view of the immediate future: 

It is now evident, that from August I on to the close of the 
year, owing to delayed trade, a heavy business will be transacted 
which will stimulate prices. 

Low as prices are now in this country, they are higher than they 
are abroad, as is shown by the excess of our imports over our ex- 
ports. If there is such a stimulatlon of prices here as our con- 
temporary considers to be near at hand, the result must be such a 
still greater increase of imports as will carry off our gold by the 
millions. There is no escape from that, unless prices rise abroad, 
of which there is no sign. It is hardly correct to say that trade 
has been “delayed,” in the sense of being voluntarily postponed. 
It has been shrunken by the diminishing means of the great agri- 
cultural regions to make purchases, in consequence of the fall in 
the prices of the products they sell. Merchants who import largely, 
and manufacturers who produce largely in the expectation of brisk 
and higher markets in the autumn, are destined, we fear, to a great 
disappointment. Instead of encouraging great expectations, the 
aspects of the times enjoin the utmost caution and prudence. 

On the twenty-eighth of May the city of Baltimore sold $95,000 of 
fours, payable in 1920 at premiums ranging from ten to twelve and 
nine-sixteenths, and $200,000 of 3.65s. payable in I900 at premiums 
ranging from one-half to one and twenty-three one-hundredths. 
These are low borrowing rates as compared with those to which we 
have been heretofore accustomed in this country, but nevertheless 
we think that even in this Baltimore case it is the purchasers who 
have the best end of the bargain. We doubt if that, or any other 
American municipality is engaged in any business, from the profits 
of which it can pay three and a-half or even three per cent. inter- 
est. 

Some months ago the Canadian tolls on grain passing through the 
Welland Canal were reduced from twenty cents to ten cents per 
ton, and with the further provision that grain which had paid Wel- 
land Canal tolls might pass toll free through the St. Lawrence Canals. 
In the early part of last month the toll of fifteen cents per ton 
upon grain passing through the last-named canals was reduced one 
half, and it is-also stated that the Canadian transportation and ele- 
vator companies have also reduced their charges. With the competi- 
tion, certain to continue, between the Erie Canal and the St. Law- 
rence routes to the ocean, the grain growers of Manitoba and.of our 
own West have good prospects of moving their crops to Europe at 
rates really below the cost of moving them, inasmuch as the use of 
the necessary canals is likely to be substantially gratuitous. The 
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ocean freights on grain to Europe are now principally paid by the 
immigrants from Europe to America. The human freight on the 
great steamships coming here from Europe pays for the voyage 
both ways, and grain is carried back by them for next to nothing, 
and in some cases for absolutely nothing. Under all the circum- 
stances, rapid work will be made in wearing out the natural fer- 
tility of the soil of the interior of the American continent, and 
making a free gift of it to European consumers of American wheat 
and corn. No country ever did or will become rich by shipping 
bread to foreigners. The great aim of American statesmanship 
should be such a diversification of industries as will provide con- 
sumers at home for all the food which we produce. 

At the close of business, June 7, the bonds held by the United 
States Treasury as the basis of bank circulation amounted to a 
total of $ 336,123,150, and consisted of $3,498,c0o of currency sixes, 
$45,087,000 of four and a-halfs, $110,188,200 of fours, and $177,- 
349,950 of threes. The bank notes issued upon these threes amount 
to $159,614,955, which will be withdrawn when the threes are all 
called, except so far as the banks may substitute higher interest 
bonds in their place. The contraction of the currency would in 
that case be $151,634,208, after deducting the five per cent. in cash 
which the banks are obliged to deposit in the United States Treas- 
ury for the redemption of ‘their circulation. To what extent the 
banks will substitute other bonds for called threes will depend upon 
many circumstances, but chiefly upon the future prices of the higher 
interest bonds. During the week ending June 7 the amount of 
bonds deposited for circulation, $1,300,000, was exactly the same as 
the amount withdrawn, so that nothing happened except the sub- 
stitution of one class of bonds for another. While it is certain 
that the volume of bank-note circulation will diminish, unless there 
is some legislation to prevent it, it is not probable that the rate 
of diminution will be rapid enough to bring on the “financial cy- 
clone” which some persons fear from it. 

On the fifth of June, Rahway (New Jersey ) agreed upon a basis of 
compromise in respect to the payment of $2,000,000 of bonds is- 
sued for improvement purposes, which, in its own opinion, and as 
it would seem in the opinion of its creditors, it is not able to pay 
in full. The basis of the compromise is thirty-five per cent. pay- 
able in forty-year bonds, with interest at two per cent. for the first 
two years, three per cent. for the third year, and four per cent. for 
the remainder of the term. 

The India Government offered for bids in the London market, 
May 16, Indian three per cents., payable in London and in sterling 
money, and optionally redeemable in sixty-four years, at a minimum 
price of ninety-three and a-half. The bids amounted to £ 3,127,800, 
and the average price obtained was ninety-four and a-fifth. A few 
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bids as high as ninety-seven were made. The lowest rate India se- 


curity ever before sold was a three-and-a-half stock. 


The statement that a recent number of the London 77zmes con- 
tained four pages of advertisements of real estate for sale in Great 
Britain calls attention to the depressed condition of the landed 
interest in that country. The depression is so extreme as in 
numerous cases to bring about a revolution in the ownership of 
properties. The first charges of mortgages and family annuities eat 
up all the income, and junior titles go to the wall. It is impos- 
sible to maintain the old British scale of rents for lands made use 
to produce food, in the face of the extension of agriculture in 
other countries where lands are at nominal prices, and of the low 
rates to which ocean freights have fallen. 

The London Lconomist of May 31 says: 

“Prices are lower than they were in 1883 or 1882; and, owing 
to the fall in prices, it takes a smaller amount of money to do 
a given amount of work.” 

The story of the wrecking of the Glasgow Bank, and of the ruin 
inflicted upon its stockholders whose liability was unlimited, is one 
of the most melancholy things in financial history. We have be- 
fore us a report of the administration for five years of the fund 
raised by Scottish svmpathy for the relief of the stockholders. This 
fund was a large one in itself, $1,937,775, but could only afford a 
meager relief in comparison with the demands made upon it. The 
applicants for appropriations out of the fund numbered 984. They 
were the owners of $2,766,000 of the stock of the bank at the 
time of the failure, which was salable in the market just before that 
event for $6,585,420. In addition to that loss they were obliged 
to contribute and did contribute the enormous sum of $15,999,- 
845 to pay the debts of the bank, with all the sacrifice of property 
which the raising of such a sum in cash involved. About one-third 
of the relief fund remains unexpended, being reserved for the sup- 
port of the old age of the sufferers, many of whom are women. 
The creditors of the bank have received their pay in full. 

The returns-of the Bank of England, May 28, show $15,552,016 
of reserves to $34,452,303 of public and private deposits, and had 
not varied much from that proportion during several preceding 
months. 

Baring Brothers & Co. offered in London, June 13, at a minimum 
of ninety-one, the New Canadian three-and-a-half-per-cent. loan of 
five millions sterling. It was all taken, some of it by French buyers. 

On the twenty-third of May, the metallic reserve of the Imperial 
Bank of Austro-Hungary consisted of $61,745,000 in silver, and 
$ 30,125,000 in gold. 
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THE DEVELOPMENT OF ITALIAN FINANCE.* 


In the second half of our century Italy seems destined to be a 
most interesting field of observation and study for economists as 
well as for statesmen. To statesmen it has offered the spectacle of 
a strong and lasting revival upon a territory where several forms of 
civilization have already been developed, of which the last two, the 
Roman civilization and the civilization of the middle ages, have 
had considerable influence on other nations; it has consequently 
proved that civilizations may succeed one another upon the same 
soil without exhausting it. At the same time, Italy has given a fine 
example of great political wisdom, of serious mastery of itself in 
accomplishing a clearly-defined political purpose, followed up through 
obstacles of every sort. This purpose was and is the formation and 
preservation of one and the same nationality from the Alps to the 
Gulfs of Taranto and Santa Eufemia. To this purpose Italy has 
sacrificed its traditions, ideas, and republican inclinations. It has 
shown the same good sense as did the Dutch of the seventeenth 
century, who gave up the republican form in order to save their 
nationality. 

Italy gives to the economists of the present instruction of equal im- 
portance. Italy is one of the European countries, whose population in- 
creases most rapidly. From 1800 to 1880 this increase was 14,000,000 
souls. Emigration from Italy consequently became necessary to a con- 
siderable extent, reaching 136,000 souls in 1881, and 1,350,000 from 
1870 to 1881. If this current continues, it will change completely the 
influence of Italy in Europe; it will transfer to Italy the preponder- 
ance in the Mediterranean basin; it will allow the establishment of 
Italian colonies, rivaling those of the Anglo-Saxon or Germanic 
race; it has already refuted the axiom of the decadence of the 
Latin races. This extraordinary increase of population, more rapid 
than Italy’s economic transformation, has been on the whole a 
cause of embarrassment and suffering to Italy. To this cause must. 
be attributed the contradiction between the most authentic accounts 
of the situation of Italy, for example, M. Emile de Laveleye’s interest- 
ing letters, and the curious facts adduced by M. Luzzatti before the 
International Congress of Provident Institutions in 1883. The in- 
crease of population has been especially great in the country, and 
has resulted in modifying the agricultural system of Italy, as is 
shown by the agrarian investigation of 1877. Old agricultural cus- 
toms, the working of the paternal estate in common, the reserva- 
tion of lands for the community, the keeping of children around 


* Adapted from the French of E. Fournier de Flaex in the Journal des Economistes. 









































oes 





> pee 








SE 


=e = eS SSE joe awI™S ES 


eee SSS os. 


a 





— 
oars 


ne Se 


asmesatedee ae 


peep aes 








Sesieenieteteni aaa 


rr LLL LOL A I A A 





ictssiteasmandeaaedan 
SS SO ae 





en A 





24 THE BANKER’S MAGAYINE. [ July, 


the head of the family, all these things have become more diffi- 
cult, while the weight of the taxes has been so heavy on the small 
landowner, or farmer, that many small pieces of land have had to. 
be given up to the State, and owners of land have been compelled 
to lease their land again for half its produce, combining several too. 
small farms into one on the metayer system. Small farming suffers. 
the most, and seems about to disappear from Italy, the ancient home 
where it was so eloquently defended sixty years ago by Sismondi 
in his best work. This is because, in respect to production, Italy 
has not accomplished early nor quickly enough the evolution nec- 
essary to every developing nation, the transformation from the agri- 
cultural into the industrial state, an evolution that is finished in 
England, but is still going on under our eyes in France and Ger- 
many. The present and merely temporary inferiority of Italy is due 
chiefly to this cause. The political revival has been accompanied by 
an economic revival, which is not to be wondered at. Italy is one 
of the countries where economic sciences have made the most prog- 
ress in the last two centuries; this progress must bear fruit sooner 
or later. Political economy, theoretically, or as an applied science, 
is suited to Italian sagacity. Hence remarkable practical progress, 
attested by many works, and consolidated by lasting institutions, 
which have made of all Italy a vast field of economic and social 
experiments of high interest. This progress and its deeper causes 
have brought the different classes of Italian society nearer together ; 
a sort of harmonizing influence has been at work, which does great 
honor to Italy, and is a good sign for the different European na- 
tions, especially for those of the Latin race, some of them belong- 
ing to the same current of civilization. 

This situation can excite but one regret in Frenchmen, to whom 
it is partly due, that Italians have, with only a few honorable ex-. 
ceptions, shown such an intermittent gratitude for the service France 
did them at her own expense. No doubt this revival does not 
proceed entirely from the constitution of the Italian nationality, 
conquered at Montebello, Magenta, and Solferino, but the existence 
of the nation has concentrated all efforts and secured everything. 
To make and complete Italian nationality France had to compro- 
mise the foundations upon which Henry II., Richelieu, and Louis 
XIV. raised the French nationality. 

Nevertheless, the economists of France are intently following 
Italy’s political and economic development; after witnessing the 
assistance rendered by France, they notice without regret that the 
assistance has been efficacious, and that Italy has known how to 
profit by it. Not alone to the soldiers of France does Italy owe 
some sort of gratitude, but to her economists as well, since M. 
Luzzatti declares: “Your economists have been our masters, we 
have been faithful to their doctrines.” There may have been a cer- 
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tain malicious satisfaction in this confession, for France is far from 
showing the same wisdom and progress as Italy. Thanks to ex- 
ceptional resources, she has made head with surprising promptness. 
against reverses, that would probably have overwhelmed Italy; but 
her present condition is not what her resources would have attained, 
if they had been used with Italian prudence. 

The abolition of the forced currency was an operation that passed 
almost without notice in France, but it is not so in. Italy. © This 
difference is because Italy, despite her rich soil and growing popu- 
lation, does not have at her disposal the same resources as France; 
the abundant resources of France have often led to improvidence. 
Limited resources, have made Italy prudent. To gain some idea of 
the economic movement of Italy within twenty years, of the econ- 
omic revival that I have noted, a collection of very appropriate 
facts is afforded by the study of the establishment of the forced 
currency in Italy, of its results, and of its abolition. 


ITALY FROM 1859 TO 1866—ITALIAN UNITY. 


Though the forced currency was only introduced into Italy in 
1866, we must go back to 1859 in order to compare effectively 
Italy before and after the forced currency, for, in reality, the forced 
currency resulted quite as much from the events of 1859, as from 
the war of 1866. In 1859, on the eve of the first revolutionary 
acts that were to reconstitute, after many centuries of disunion, the 
unity and nationality of Italy, this was the situation of Italy: good 
financial condition, excepting Piedmont; bad economic condition, 
excepting Piedmont. The credit of the different Italian Govern-. 
ments was excellent. They were autocratic governments, anxious for 
a long life, but economical and paternal. They looked well after 
their finances, were in good odor with the great bankers, but 
troubled themselves very little about the growth of ideas, about the 
changes made by time in men and things. Under their administra- 
tion, Italy’s agricultural population was very flourishing, but noth- 
ing was done to make way for the industrial evolution that was 
changing all Europe. Thus in 1859 Italy had but 1,472 kilometers 
of railroads. Exclusive of Lombardy, the imports and _ exports 
amounted, however, to 1,250 millions, thanks to the sale of silks. 
Besides commerce, agriculture was the principal factor of the na- 
tional wealth. The resources of agricultural states are always lim- 
ited. With the exception of Piedmont, whose people and govern- 
ment were following far-reaching views, the governments merely 
attempted to balance their budgets by moderating their expenses. 
The ordinary budgets of Piedmont, Tuscany, the Duchies of Parma 
and Modena, the Papal States, and the kingdom of the Two Sici- 
lies, in 1857 did not exceed in receipts 500 millions; the total of 
their public debts amounted to 112 millions in interest. 
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But Italy was behind other nations in railroads, telegraphs, roads 
and other methods of communication. Since 1859 the revenue from 
railroads, posts, and telegraphs, has at least tripled. Italy was 
in nearly the same economic condition as France before 1848. 

The events between 1859 and 1866 upset the political situation, 
and caused some profound changes in the economic situation. 
Revolutions always use up much capital, not only in the destruc- 
tions they occasion, but also in the changes they bring about. The 
new government, replacing successively the others, was desirous of 
making itself welcome in a country where local spirit will always 
have the popular preierence from the very nature of things. More- 
over, the revolution was not merely in favor of a dynasty; the dy- 
nasty was but a means, an instrument; political and economic ideas 
and needs had to be satisfied. Hence enormous expenditures and 
oppressive taxes. The expenditures afford benefit, but slowly, but 
the increased taxation is felt by the people all the more, because, 
even if revolutions do sometimes fulfill the hopes raised, they al- 
ways empty purses. In 1859 the total of the debts of the Italian 
States amounted to 112 millions of interest. From 1866 it ran up 
to 245 millions of interest, and it is now 433 millions of interest 
on consols, besides ninety millions of other interest and annual 
charges. The budgets rose from 500 to 700 millions of ordinary 
revenues, but this increase gives no idea of that of the expenditures. 
From 1861 to 1865 the deficit amounted to 2.039 millions; in 1866 
it reached 721 millions; it only came to an end in 1874. It lasted 
consequently fifteen years, and during these fifteen years it, repre- 
sented a total of 3,900 millions. Thus, the deficit of fifteen years 
of the new government equaled the revenue of the old budget for 
eight years. The revenue of 1883 is over three- times greater than 
was that of 1857. To endure these burdens Italy was obliged 
to have recourse not only to the forced currency but also to paper 
money. 


ITALY FROM 1866 TO 1882—THE DEFICIT AND FORCED CURRENCY. 


In 1866 Italy resorted to the forced currency of its bank notes, 
and put into circulation, as well, a State paper money, having also 
forced currency. The new Government could not have supplied its 
necessities with loans, which, being placed upon foreign markets, 
and almost exclusively at Paris, were necessarily limited, nor with 
the forced currency of the notes of the six banks authorized to 
issue them. December 31, 1866, eight months after the establish- 
ment of the forced currency and of paper money, the notes issued 
by the State represented 496 millions, while the bank circulation 
did not quite reach 246 millions; December, 31, 1879, the State had 
put in circulation 940 millions of its. notes, but the circulation of 
the banks amounted to only 732 millions. 
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In 1848 and 1870 France had the forced currency of its bank 
circulation, but did not resort to paper money—that is, to the di- 
rect issue of notes by the State. Certainly this is one of the chief 
reasons that the abolition of the forced currency took place with- 
out embarrassment in 1850 and 1878 in France, while in Italy the 
operation has been complicated and delicate. 

The forced currency and paper money have rendered Italy great 
services, but their services are always dearly paid for. Thus it was in 
the American Revolution and the Rebellion of the United States, in 
spite of a scrupulously faithful liquidation. In England this liquidation, 
after twenty-two years of the forced currency, long weighed heavily 
upon the economic condition of the country. The assignats of 
France resulted in complete bankruptcy, notwithstanding the mil- 
liard furnished by the property of the clergy and the emigrants. 
When the forced currency is but a temporary expedient for the 
circulation, designed to prevent momentary embarrassments, to take 
the place of the precious metals drained away, to aid the banks 
in their immediate obligation to redeem their notes with specie, 
which was the case in France in 1848 and 1870, the traces it leaves 
in the economic condition are of slight duration, the services it 
renders are even superior to the price paid for them. Thus, the 
depreciation of two to three per cent. to which the notes of the 
Bank of France were subjecéed during part of the time of the 
‘forced currency, was a very slight burden for the period; but when 
the forced currency of the bank notes coincides with the issue of 
paper money by the State, the affair is very different. Then the 
idea is not simply to provide for the real necessities of the circu- 
lation, but to procure capital, resources, by increasing this circula- 
tion; it is, therefore, an anticipation of the future, a forced loan 
in disguise. The question then comes up whether this loan will 
be redeemed, and when, and how. The State notes in circulation 
are just like debts with a known debtor but no definite creditor. 
The uncertainty of redemption and the uncertainty about the 
creditor make a risk; the depreciation corresponds to this risk, and 
becomes greater the more notes are put in circulation, and the 
more uncertain are the resources to meet them; hence, the depre- 
ciation varies incessantly. The necessities of the State may increase 
more rapidly than its resources, which was preeisely what happened 
in Italy, where, from 1866 to 1870, the State notes rose from 250 
millions to 445, while the banks increased their circulation from 
247 to 497 millions. The public opinion of the condition of the 
country, of the chances of redemption, is another reason for the 
variation of the depreciation. The currency and the public 
funds are then almost confounded. If Government bonds go down 
on the Bourse the depreciation becomes greater; it becomes 
less, on the other hand, if Government bonds rise in value. They 
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are two barometers marking the same oscillations inversely. The 
consequences of this condition of things are very serious, for on 
one side metallic money is literally driven from the market, and on 
the other, prices become disastrously uncertain from the uncertainty 
of the monetary instrument that fixes them. The precious metals 
are fundamentally adapted to giving a fixed basis to metallic money; 
it is not quite invariable, but is sufficiently fixed to furnish an ex- 
cellent instrument for establishing prices, whether of commodities 
or of labor. But when the principal monetary instrument is only 
paper, stamped by the State or banks, the fluctuations of its value 
prevent its being sufficiently fixed. Prices then become extremely 
variable, causing contingent losses or profits upon production, in 
which speculation occupies too large a place. All the precious 
metals disappear under the same influence, for, if there are two dif- 
ferent qualities of money the bad will always prevail under the 
law of exchange everywhere. The foreign country 1n possession of 
a better money regulates this situation; it will only exchange its 
money for money equally good, or its products for its own money, 
so that it has in its hands the fixing of the difference between the 
good money and the bad, between the metallic money and the 
money of credit. Italy was not long in experiencing this situation 
After establishing the forced currency and paper money it had to 
undertake the engagement to redeemy,its losses and to pay ifs ar- 
rears in gold. The resulting losses sometimes exceeded fifteen mil- 
lions a year for the State. The rule that applied to the State was 
also extended to all private transactions. If the Italians bought 
any foreign products they had to pay for them in gold or suffer 
from the depreciation of their currency, losing according to the 
current rate of exchange. If they were sellers they were paid in 
their own money. People traveling in Italy from 1866 to 1881 were 
always careful to provide themselves with gold. The premium they 
made covered a part of their expenses. In 1880 the premium on 
gold was still ten per cent., its minimum was one and a-quarter 
per cent. in 1866, and its maximum twenty and a-half in the same 
year. The depreciation of the currency, therefore, varies exceed- 
ingly, follows the course of the Government securities, and tends to 
increase with the amount of paper money issued. 

Want of fixity in the monetary instrument is a great misfortune 
for the people; it is equivalent to a debasement of the coinage. 
A depreciation of the paper. money varying from one to twenty per 
cent. is harder to endure than was the debased coinage of Philip the 
Fair or John the Good. A constant increase of the depreciation 
occasions still more serious losses, which are inevitable and univer- 
sal. This depreciation has been most terrible for Italy in the later 
years. 

The Italian Government had scarcely established the forced cur- 
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rency and paper money, before it became anxious to be rid of them; 
investigations were ordered, plans were made but it was soon evi- 
dent that the situation was stronger than the will. 

How, indeed, could the paper money be redeemed when there 
was a succession of deficits for ten years? All idea of it had to 
be given up; there was nothing to do but to wait, until it became 
possible from the progress of the economic condition of Italy, or 
from the improvement of the National finances. Italy had to put 
up with the forced currency, paper money, and depreciation until 
the twelfth of April, 1883, during a period of seventeen years. If 
the average depreciation be put at ten per cent. it may be admitted 
that the depreciation has been a cost to the State of nearly 200 
millions, and to Italy of at least two milliards, for its commercial 
movement (importation) from 1866 to 1883 was more than twenty 
milliards, without counting any other losses than those to be found 
upon the books of the customs. It has been sought to extenuate 
these losses by affirming that paper money causes a rise in the 
prices of commodities and in wages. This is true for a certain period, 
especially during the early period; paper money produces then 
almost the same effect as an influx of the precious metals. But 
this increase was not of long duration, particularly in the matter of 
international exchanges. There has always been a certain tendency 
to the leveling of prices; this tendency has been singularly in- 
creased. by railroads, telegraphs and steam navigation. The result is 
that all products are subjected to the same leveling law. Other 
economical facts, moreover, the means of transportation, competi- 
tion of similar products, may counterbalance this artificial rise. 
And this is just what has occurred, except in the case of wines. 
The competition of the United States and of India has lowered 
the price of grain more than the paper money raised it, and the 
competition of China and Japan has done the same for the price 
of silks. In the opposite direction the phylloxera has been of 
greater utility in raising the price of wines than the paper money ; 
these views are confirmed by the state of poverty that has been ob- 
served in certain regions of Italy, despite some undoubted progress. 
This poverty arises in part, certainly, from the losses caused by 
paper money, by the fearful cancer of depreciation, which for seven- 
teen years has been a clear annual deduction from the production of 
Italy of 130 millions, at least, perhaps the eighth, if not the seventh, 
of the National revenue, estimated at 900 millions to one milliard. 
QO. A. BIERSTADT. 
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PRACTICAL BANKING.* 


THE ORIGIN AND NATURE OF BANKING, 


It is often said that the term bank is derived from Jéanco, the 
Italian word for bench, the Lombard Jews in Italy having benches 
in the market-place where they exchanged money and bills. When 
a banker failed, his bench was broken by the people, and he was 
called a bankrupt. 

This derivation of the term, however, is probably wrong. “The 
true original meaning of danco,” says MacLeod,t is a heap, or mound, 
and this word was metaphorically applied to signify a common 
fund, or joint stock, formed by the contributions of a multitude of 
persons.” 

A brief account of the first banking operations in Venice will 
dispel the haze enveloping this subject. In 1171 the financial con- 
dition of Venice was strained in consequence of the wars in which 
the people were engaged. The great council of the republic fin- 
ally determined to raise a forced loan. Every citizen was obliged 
to contribute the hundredth part of his possessions to the State, 
receiving therefor interest at the rate of five per cent. The public 
revenues were mortgaged to secure the interest, and commissioners 
were appointed to pay the interest to the fundholders and to trans- 
fer the stock. The loan had several names in Italian, Comfpera, 
Mutuo, but the most common was Jone, a joint stock fund. After- 
ward, two more loans were contracted, and in exchange for the 
money contributed by the citizens, the commissioners gave stock 
certificates bearing interest, and which could be sold and trans- 
ferred. 

At this period the Germans were masters of a great part of Italy, 
and the German word Sanck came into use as well as its Italian 
equivalent Monte. The Italians ere long changed Banck into Banco, 
and the public loans or debts were called Montz or Banchi. Thus 
an English writer, Benbrigge, who wrote in 1646, mentioned the 
“three bankes” at Venice, by which he meant the three public 
loans, or Monte, that we have described. Likewise Count Cibrario, 
who wrote a work on Polttical Economy in the Middle Age, says, “ it 
is known that the first Bank, or Public Debt, was erected at Venice 
in 1171.” Other proof of the same nature might be added to 
show that Sanco in Italian meant a fund formed by several con- 


tributions; and the Bank of Venice was really the first funding” 


system, or system of public debts. 


* This article consists of extracts from a work, now in press, on Practical Banking by the 
editor of this Magazine. Copyright. 
+ Principles of Econ mical Philosophy, vol. 1, P. 547- 
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“A banker,” says Gilbart, “is a dealer in capital, or, more prop-. 
erly, a dealer in money. He is an intermediate party between the 
borrower and the lender.” The difference between the rate re- 
ceived by the banker, for the use of the money loaned by him, 
and the rate he has to pay for it, is his profit. 

“ By this means he draws into active operations those small sums 
of money which were previously unproductive in the hands of pri- 
vate individuals, and at the same time furnishes accommodation to 
those who have need of additional capital to carry on their busi- 
ness.” In other words, a bank is a means for organizing capital 
whereby its full power may be utilized. The function of a bank 
in storing up capital, and thus increasing its power, has been 
likened to that of a dam put across a stream. Before the erec- 
tion of the structure, the waters coursed their way through wood 
and meadow, contributing, it is true, to the diversity and beauty 
of the scene, beside satisfying a needful want of man and beast. 
To the poet, the stream gave forth an unregarded music, while a 
De Quincey would hearken with profound emotion and awe 
to the “sound-pealing anthems, as if streaming from the open 
portals of some illimitable cathedral.” But by storing up the 
waters, a force is collected which can be used for running the 
largest factory, and thus ministering in a very potent way to ad- 
vance the material prosperity of man. 

There are several kinds of banks. They may be divided first into 
private and public banks. Private banks are conducted by individ- 
uals without incorporation. They are very numerous in our country. 
The number given in the Banker’s Almanac and Register, not in- 
cluding brokers, was 3,387, for the year 1884. They exist in all the 
States and Territories. Some of them have flourished for a long 
period, and are regarded very sound, and worthy of the highest 
credit. | 

Chartered banks may be divided into two classes: those organized 
and existing under the laws of the United States; and State institu- 
tions. The latter may be again divided into deposit and discount 
banks, savings banks and trust companies. Each class will be de- 
scribed hereafter. 

The business of banking consists (1) in receiving deposits of 
money on which interest may or may not be allowed; (2) in 
making advances of money, principally in the way of discounting 
notes; (3) in effecting the transmission of money from one place 
to another. This is true of the ordinary banks of deposit and dis- 
count, both State and National. 

The disposable means of a bank consists (1) of the capital paid 
down by the shareholders; (2) the money deposited with it by 
its customers; (3) the notes it can circulate; (4) the money it. 
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receives in the course of transmission, and which, of course, it must 
repay at another place. 

The expenses of a bank may be thus classified: rent, taxes and 
repairs of the banking-house, salaries of officers, stationery and 
postage. To this may be added interest upon deposits, if allowed. 

The profits of a bank consist of that portion of its total re- 
ceipts, including discount, interest, dividends and commissions, which 
exceed the total amount of expenses. | 


THE UTILITY OF BANKING. 


1. Banks are useful as places of security for the deposit of 
money. Not long ago a Western farmer received nearly ten thousand 
dollars in specie from the Government in payment for bonds. Not 
regarding a bank as a safe place for depositing his gold, he put it 
in the bottom of a barrel in his wood-shed, filled it nearly full of 
ashes, and the remainder with straw; he then made a nest there, 
filled it with eggs, and put them in the custody of a setting hen. 
He thought that his sagacity was quite equal to the occasion. 
After waiting a couple of weeks he concluded, one Sunday, when 
having nothing else to do, that he would examine his ‘highly origi- 
nal safe in the wood-shed. The old hen was decidedly cross, and 
did not enjoy his presence. Still she felt better than he did as 
soon as he had plunged his arm down the side of the barrel and 
found that some one had kindly relieved him of his gold. Prob- 
ably he will think more highly of banks as places of deposit in 
the future. 

The need of a safe piace of deposit gave rise to the leaving of 
valuables with the goldsmiths of London. If money is deposited 
in a bank and lost, even though not negligent it is responsible. 
Robberies would rapidly multiply if much money were kept in 
houses. The depositing of it with banks spares many a_ house 
from the invasion of .robbers. 

2. A greater profit is acquired by the owners of money than 
would be if banks did not exist. The allowance of interest by 
“the new-fashioned bankers” has been considered the origin of 
modern banking. A large amount of money, in the aggregate, 
would remain idle and unproductive if these institutions did not 
exist. By offering to pay interest, persons having money are in- 
duced to deposit it with banks, and thus increase their gains. 

3. Moreover, the payment of interest on deposits is a stimulant 
to accumulate money. Were there no Savings banks, a large por- 
tion of the savings deposited in them would never have been col- 
lected and saved. Probably the majority of these depositors have 
no thought of. collecting enough to buy a bond or a few shares of 
stock. Such a process of saving is too elaborate for them. But 
when a way is provided for adding to their savings by simply de- 
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positing their money in a bank, thousands, yes millions, of persons 
in our country have availed themselves of the opportunity. 

4. Another utility is that banks loan money to persons who wish 
to borrow it. Loans are made chiefly to persons engaged in manu- 
factures, trade, commerce, and other business pursuits. Money is 
especially needful to them to conduct their enterprises. Indeed, if 
they could not obtain it, they could not maintain their place in 
the world of business. The credit that some mercantile houses 
bave is worth more to them than the capital they actually possess. 

5. Another utility is that banks save the transmission of money 
from one part of the country to another. Not only is the risk of 
loss from robbery and other accidents avoided, but the money is 
kept in more active circulation. Were it actually sent from place 
to place to effect all the payments that are daily made, a large 
amount must be locked up in the process of transportation, which 
otherwise would be more actively employed. 

6. There is a saving of time in paying large debts by checks or 
bills of exchange. To count the money would be a long process 
in making many of the heavy payments of our time. 

7. There is a less danger of error in calculation when checks are 
used than when money is paid. Of course there are some risks 
attending the use of checks. But in paying with money there is 
also the risk of getting counterfeits, light weight, or otherwise de- 
fective coin. 

8. Besides, checks constitute a good record of one’s expenditure. 
If an individual deposjts. all the money he receives with a bank, 
and draws it out by checks, his check-book contains the story of 
his income and expenditure. For persons who do not have busi- 
ness habits this mode of keeping their ema and paying their bills 
is especially worth observing. 

9. A bank account is very useful if a payment is disputed. In- 
dividuals do not always take receipts for the money they pay, and 
even if they do, sometimes lose them. If a bill be paid, but no 
proof can be furnished of paying it and payment be again de- 
manded, too often it must be paid a second time. But if a check 
for the bill be given this is the best kind of evidence of pay- 
ment. 

10. If one has an account with a bank it is often a good chan- 
nel for getting useful business information. If one has money to 
collect or to remit, a banker, when asked, will state the best way of 
proceeding. Not infrequently bank officials give valuable advice 
pertaining to investments and other matters. 

11. An eminent English banker,* from whose work on Banking 
many of the ideas in this chapter have been obtained, has said that 
“banking also exercises a powerful influence upon the morals of 

* Gilbart. 
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society. It tends to produce honesty and punctuality in pecuniary 
engagements. Bankers, for their own interest, always have a regard 
to the moral character of the party with whom they deal; they 
inquire whether he be honest or tricky, industrious or idle, prudent 
or speculative, thrifty or prodigal, and they will more readily make 
advances to a man of moderate property and good morals than to 
a man of large property but of inferior reputation. Thus the estab- 
lishment of a bank in any place immediately advances the pecu- 
niary value of a good moral character. There are numerous in- 
stances of persons having risen from obscurity to wealth only by 
means of their moral character, and the confidence which that 
character produced in the mind of their banker. It is not merely 
by way of loan or discount that a banker serves such a person. He 
also speaks well of him to those persons who may make inquiries 
respecting him; and the banker’s good opinion will be the means 
of procuring him a higher degree of credit with the parties with 
whom he trades. These effects are easily perceivable. It is thus 
that bankers perform the functions of public conservators of the 
commercial virtues. From motives of private interest they encourage 
the industrious, the prudent, the punctual, and the honest, while 
they discountenance the spendthrift and the gambler, the liar and 
the knave. They hold out inducements to uprightness, which are 
not disregarded by even the most abandoned. There is many a man 
who would be deterred from dishonesty by the frown of a banker, 
though he might care but little for the admonitions of a bishop.” 


THE PRESIDENT. 


The president is the chief executive officer of the bank, and 
presides at the meetings of the Board of Directors, but is not 
necessarily the business head or manager of the institution. Some 
banks have a- vice-president. The vice-president in the absence of 
the president assumes the functions of the latter. 

In legal matters the president must sign documents conveying 
real estate, and with the cashier must sign certificates of stock 
issued to shareholders, and the circulating notes. He must also sign 
the various reports required by the National Banking law to be 
made to the Comptroller, and must certify to that officer the pay- 
ment of each installment of stock. He cannot act as proxy at meet- 
ings of the shareholders. 

He is not required to give a bond to secure the bank in the 
event of not faithfully performing his duties, but all the officials 
below him give such security. It is supposed that his large pecu- 
niary interest in his bank, and his well-known standing in the com- 
munity where he resides, will prove an ample guaranty. Of course, 
bank presidents are sometimes recreant to their trusts, but happily 
not often. It is well to believe there are persons living in every 

















1884. ] PRACTICAL BANKING. 35 


community whose word is as good as their bond, and for them to 
give such an obligation, therefore, is superfluous. 

The salary of a bank president varies from a very small sum to 
fifteen thousand dollars a year. When his duties are very few, and 
only a slight portion of his time is devoted to the affairs of the 
bank, no salary is paid. This is often the case. 

We have mentioned that in some cases he is the real business 
head of a -bank, and that in others he is not. The country banks, 
so called, by which is meant in this place, the banks outside the 
larger cities, are managed by the cashier. Here and there may be 
found an exception. In the large cities, however, the president is 
usually the chief business officer, going to the bank regularly, and 
spending his time there during banking hours. He is a hard- 
working officer, acquainted with all the details of the business, 
and interested in all matters pertaining to the prosperity of his 
enterprise. Occasionally the president of a city bank is a figure 
head, and then the vice-president or cashier is the chief business 
officer. 

An author, from whom we shall quote in our work, has said: “It 
is considered desirable that the president -should possess an in- 
dependent income, and be free from the entanglements of trade. 
Engagement in other business would distract his attention from 
the bank, and might give rise to a conflict of interests. Under the 
pressure of personal embarrassment, with the means of relief in his 
official hands, even a rigid sense of duty might be overcome. The 
highest tone of sentiment on this point is, therefore, adverse to his 
connection with the hazards of commerce. Yet several of our most 
prosperous New York City banks have always been presided over by 
active, enterprising merchants, 

“There are other reasons why a bank president should hold 
himself aloof from mercantile business. With large capital invested 
in a particular branch of trade, his views might insensibly become 
narrow and partial. An engrossing special interest would divert 
his mind from the close study of credits generally, and make his 
judgment less clear, as the condition of commerce becomes more 
critical. In a season of growing stringency in the money market, 
self-interest compels bank directors, in common with others, to 
withdraw their attention from all affairs but their own, and thus 

additional responsibility is ‘thrown on the officers, particularly on 
the president. The discounting of paper is then less strictly con- 
fined to the sessions of the board. It is spread through every 
hour of the day, with specialities and importunities which can be 
dealt with only individually and privately.”* 

The truth of Gibbons’ first remark has been illustrated in a 
startling manner on more than one occasion. A bank president 
* Gibbons’ Banks of New York, p. 24. 
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ought not to be regarded morally as a very superior being. If he 
is engaged in outside interests of greater pecuniary or other im- 
portance to him than his bank, there is danger that he will neglect 
or use it for a personal end. This has happened again and again 
Within a very short time several fresh illustrations have been 
added to those existing before. 

It need hardly be said that a bank president should possess a 
very considerable knowledge, especially of men. It is true that 
many a successful bank president has had only a slight acquaint- 
ance with books, but he has understood men. To have this knowl- 
edge in a marked degree is a gift rather than an acquirement; yet 
the less fortunate should strive, nevertheless, to acquire by deter-. 
mined effort that knowledge of men which is so essential to busi- 
ness success, 

A bank president should keep a keen watch on the movements 
of trade, on the strength and weakness of those to whom money is 
loaned, or who are likely to ask for loans, for on the sagacious 
lending of the bank’s resources mainly depends its prosperity. Some 
bank presidents read the trade newspapers with great care, and 
search in every quarter for information relating to the borrowers of 
money. If a considerable number of failures occur in a particular 
trade they are carefully noted. A bank president told the writer a 
few years ago that a great deal of tobacco had been injured in curing 
during that year, and that he should be especially careful about 
discounting “tobacco paper,’ because he expected that a good many 
failures would happen among tobacco manufacturers. This is the 
kind of vigilance required for a bank manager. Still, however wisely 
he may conduct the business of discounting, risks are unavoidable, 
and losses will accrue. 


DIRECTORS’ MEETINGS AND DISCOUNTING. 


The regular meetings of Boards of Directors in most banks are 
held twice a week, but in some banks meetings are held daily. 
The mode of discounting paper varies much in different banking 
institutions. In many of them, especially in the larger cities, the 
business head, whether he be the president, vice-president or cashier,. 
passes on the paper as soon as it is offered for discount. Cus- 
tomers cannot wait, money is wanted, and they are speedily told 
whether they can be accommodated or not. But with the country 
banks a different custom prevails. The paper is offered for discount 
and is put before the directors, and they decide whether to accept 
or to decline it. The president of a very profitable bank in New 
York City once said to the writer, that after his bank had been in 
existence for ten years it had lost only three pieces of paper, and 
these were discounted by the board during his absence. He loaned 
the money, and the directors at their meetings merely ratified the 
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loans made. <A board is a very convenient body for referring 
paper which an officer is unwilling to accept. He does not wish 
to offend the offerer by declining to discount it, and so it is re- 
ferred to the board for their action. This is the least offensive 
way of telling a man that he cannot be accommodated. Of course, 
many cases are referred to the board for their action which may be 
decided favorably. The amounts may be very large, or there may be 
something peculiar about the loans, a longer time than is usually 
granted perhaps may be wanted, and the cashier or president may 
not wish to assume the sole responsibility. When banks hold daily 
meetings the directors decide what paper shall be discounted. 

At these meetings the president is seated at the head of the 
table, and the cashier occupies a convenient seat near him. In 
some banks the directors have particular chairs, in others no order 
of arrangement is observed. The cashier reads the minutes of the 
previous meeting of the board, and after their approval the 
board proceeds to other business. The cashier records the names 
of the directors present, as this fact is worth preserving. The 
business transacted since the last meeting, as previously stated, con- 
sisting of the discounting of paper on the responsibility of the 
bank manager, is submitted for ratification. Banking institutions are 
not always so particular in doing this as they ought to be, or in 
examining the paper taken. 

When the wrong practices of Eno, the president of the Second 
National Bank of New York, were discovered, it was found that 
not only did he discount paper on his sole responsibility, but kept 
it in a vault down town, not belonging to the: bank, and the 
directors never saw it. They accepted his statement of what he 
did as true, and never troubled themselves to look at the paper 
discounted. Had this been done, Eno would have been obliged 
to resort to some other artifice to conceal his fraud; or, what is 
quite probable, could not have gone so far as he did, without ex- 
citing suspicion leading to his detection. 

Vigilance is the price of prosperity, and this applies more em- 
phatically to banking than to almost any other kind of busi- 
ness. No bank manager, however long and ably he may have 
served a bank, ought to be permitted to conduct its affairs without 
supervision. Directors who do not direct occupy a false position 
toward the public, the depositors, the stockholders and the bank 
manager. The welfare of the several classes concerned in the in- 
stitution demand that these officials should not neglect their duties. 

Before proceeding to discount paper, it is necessary to know what 
resources a bank has available for that purpose. This information 
is contained in a Statement from the General Ledger. The follow- 
ing form is copied from the Daily Statement Book of a bank in 
New York City: 
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Daily Statement, 188 
Monday.| Tuesday. 








Bills discounted..... eat a eee ce ceccn eee cses cece coves: 
Temporary loans . 
U. * oe with Treasurer to secure circulation 


Other Stocks and Bonds and Mortgages 
N. Y. Clearing-house Association bonds 
Sundry securities ........... PTT TTTTTI TTT Try Terr Te 


inte cies inaen weit pit dacannsiedaaie 




















Legal-tender notes 
Specie—Gold certificates ..........ceeeeeeeeeees neeteeses 
w Clearing-house certificates 
a“ 
Silver coin 
Arctic National bank notes 
Notes of other National banks 
Exchanges for Clearing-house 




















NEE, o.c0c bi ceccnocseesesoccss ccveesceeeeseosooseses 
Interest, ° o wOWSnoeeronsds senee cees 
TE vids pepe nenbeweee itt eibbbibmiiedariAia augnveds 
WP EE 66s Kccosccescocce TTT UTIL TT TTT TTT 
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Real estate, banking house............... haneencddweuvee 
Other Real Estate 

Deposit with U. S. Treasurer, 5 per cent. fund 

Due from U. S. Treasurer, Redemption Agent 

Due from banks 


Total footings 
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The items are read, or the principal ones, and afterward the offer- 
ings, consisting of notes on which the owners are desirous of obtaining 
money of the bank. Instead, however, of reading these, a_ record, 
previously made in a book called an Offering Book, is read to the 
directors. In this book the names of the offerers are recorded 
alphabetically, the amount of each note, the time it is to run, the 
name of the indorser, where payable, and any other particulars re- 
lating to it. In small banks the notes offered are read without re- 
gard to alphabetical order. 

If the amount of offerings exceeds the amount of loanable funds 
of course not all can be accommodated, even if their notes be de- 
sirable. But rarely does it happen when any considerable amount of 
paper is offered that it possesses a uniform value. Some makers 
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Arctic National Bank of the City of New York, 











Monday.| Tuesday. 


Wed. 
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Surplus fund............. TOTTITTTITITITTTTT TTT TTT Tee 
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National circulation outstanding................eeeeeees 
SD To cig cnvndnss codwreencesbeserestetecnsa 
Individual deposits A tO — ..ccecrcecccccccccccccceees 
” " me FD ie .cccccecoesesseceesoeceeess 
" u ane - OD Becsaceces err erTTrTrrirrey; Tere 
Re Ns 2 diners rcsceccceecsesénccesensonadouses 
ck dnnbenddandbeeees ania | 
: Banks and bankers’ deposits A OR cctsaeswaene jteniee Bie Hie ekes 
7] u“ “4 eel See ee 
“ “u ” wn GBB dca ntdsisdnncbedvens 
ST SAAMI AA LNRM 
Total banks and bankers’ deposits...................., | | 
ETT HS ARTI databases pe | 
Memoranda—Gross deposits ........++++0+« iihmanale | es. Spee 
( Daily) FOOe Giese ver cnsicccsewseeseues 
| 
| 
Weekly average—Loansand discounts............2+ sees | 
DM ctctvede dae eabeeeeensentesseasiann | 
(Reported Saturdays Legal-tender notes................. 
to SRNR oon dcteccancees cocosusee | 
Clearing-House.) GD + en sn-beneceses- encdcusn 








or indorsers are better known, and are preferred to others. 
therefore, happens, is to select from the entire amount offered the 


most desirable offerings, and to decline the remainder. 


What, 


Yet, often 


the entire amount offered is not enough to absorb all the loan- 
Then the bank must look elsewhere to find a way for 


able funds. 
employing its resources. 


One way is to buy paper, though in buy- 


ing it the board may pass on the transaction the same as would 


be done if offered in the usual way for discount. 


of buying paper is worth a brief explanation. 


It is purchased by a bank of a note-broker. 
get such paper to sell ? 


Of merchants. 


This business 


But where does he 
Formerly they gave notes 


only for the merchandise they bought, but in recent times they 


give notes without reference to the purchase of any special mer- 
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chandise, in order with the money thus obtained to discount their 
bills. 

Once when notes were for a longer period, and notes were al- 
most universally given for purchases, they were generally drawn to 
the maker’s order, and read for value received “from A B & Co.,” 
or whoever the seller might be. Indeed, some houses were so care- 
ful lest the paper might be thought to be made paper that they 
inserted the name of the seller of the merchandise in full. This 
paper was sold largely in the “street” to banks and others, who 
bought it with confidence because it represented an actual business 
transaction. It suited commission houses and importers, because if 
not willing to hold the paper until maturity, they could realize upon 
it without the responsibility of endorsing it, and thus go on and 
sell to a house (whatever their own private opinion of its soundness 
might be) so long as the paper would sell at a rate of discount not 
interfering too much with the profit on the goods or the rate of 
commission. This, of course, was legitimate dealing, representing 
actual merchandise transactions. So, indeed, is the making and 
openly selling of one’s paper in the market, and the using of the 
proceeds in “cashing” bills, legitimate, but it is dangerous and liable 
to abuses. Funds so obtained can be used for any purpose, and the 
developments in some recent failures have shown that the money 
was often used for operations entirely outside of the regular busi- 
ness of the maker, or for purely speculative purposes. 

As merchants often sell their paper at six or seven per cent. 
interest, and discount their own bills at seven to nine per cent., 
of course they make two or three per cent. by borrowing the 
money for thus paying their bills in advance of their maturity. 
The broker gets a commission for negotiating the merchants’ paper, 
which must be deducted from the profit of the transaction. After 
deducting this brokerage, however, there is a considerable profit 
from borrowing money as just described, and the business has be- 
come a very large one. 

In some parts of the country, Hartford, Connecticut, for example, 
the banking capital is much larger than can be profitably employed 
locally. Providence is another place of the kind. The banks of those 
cities consequently invest large sums through note-brokers. 

The following is the method of conducting the business in 
the largest cities. A printed or lithographed list of notes is sent 
to a bank. It may contain a description of a hundred pieces of 
paper and is marked “ This is for bankers’ use only.” Each piece 
is numbered. If a bank wishes to see any of the pieces therein 
described, they are sent on application. There is another way, how- 
ever, of negotiating such paper, which may be explained here. If a 
note-broker were selling all the paper given by a certain merchant, 
the broker would be very careful in offering it for sale. If a banker 
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has twenty thousand dollars of it, for example, and the broker knows 
that he cannot increase the amount, he will be careful not to offer 
more. The broker would be equally careful not to put such paper on 
a’ printed list through tear that the banker would see it, and con- 
cluding that the merchant was giving a large amount of paper, would 
determine to buy no more. The banker, in other words, might 
conclude that the merchant was issuing more paper than he ought 
to issue if his name appeared very frequently on printed lists. 

Sometimes the broker has the notes in his possession for sale; in 
other cases he has simply a memorandum of them. In the latter 
case he has a printed form, containing the name of the maker, 
amount, when and where payable, indorser, and other particulars. A 
list is sent to a bank containing such a description of notes, or 
a broker, or agent fur him, may visit a bank personally and exhibit 
such a list, or the paper itself, which he wishes to negotiate. Many 
banks are visited several times a day by these brokers offering the 
notes of persons for sale. 

It may be further added that brokers do not always get posses- 
sion of the notes until they have paid for them. Severai practices 
exist in this regard. One practice is for a merchant to make notes 
and then deliver them to a note-broker for sale. The latter may 
give a receipt or acknowledgment, or he may not. In such a case 
the merchant has entire confidence in the broker, otherwise he 
would not give him notes without adequate security. There are 
some very good reasons for thus leaving notes with a broker when ° 
perfect confidence is reposed in him. Very likely he has a class 
of customers, retired merchants, perhaps, who buy paper occasion- 
ally. They frequent his office, and, if he has notes which they can 
examine, may be led to purchase, whereas they would not do so if 
the broker had only a memorandum of the paper, and was obliged 
to send for it before he could sell it and get the money therefor. 
For this reason, therefore, sales are facilitated by entrusting the 
broker—and, in truth, vast amounts are left for sale. When Alonzo 
Follet, of New York, failed a few years since, he had nearly $10,- 
000,000 of notes in his office, and the amount of paper that he 
had sold annually was about $ 100,000,000. 

Another way is for merchants to leave their paper with a note- 
broker and get immediately from him a certain amount thereon. A 
merchant, for example, may leave $25,000 of paper and ask for 
$ 10,000, expecting the balance when the paper is sold. The note- 
broker pays him this advance on account, and after selling the 
paper and deducting his commission sends the balance. 

Another way is for the note-broker to buy the paper, paying 
therefor at the time of the purchase. A note-broker will go to a 
merchant and say, “I will take so much of your paper at such a 
rate.” If the rate be acceptable, the merchant will sell it to him 
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and get his money. In these cases the broker expects to sell the 
paper at a lower rate, and to make more than he would if charging 
the ordinary commission. Many brokers do wholly a business of this 
kind—buying paper and selling it at the best rate they can obtain 
or it. 

The broker’s commission in the large cities is one-eighth of one 
per cent.; but for negotiating leather paper, as it is called, one- 
quarter of one per cent. is paid, and the same rate is paid on dry 
goods and on tea paper. The rate first named, however, is the most 
general one for negotiating notes. 

In negotiating paper note-brokers sometimes endorse it. Follet, 
whom we have previously mentioned, guaranteed all the paper 
he sold, and thus became contingently liable for a very large 
amount. It was said at the time of his failure that the banks 
which bought it did not do so on his guarantee, but on the credit 
of the makers of the notes. A bank president at that time re- 
marked, “If a man were to guarantee the note of the richest man 
in New York, he would be contingently liable for its payment, but 
the note would be valuable because the maker was _ responsible. 
Follet’s transactions were very large, and he handled the paper of 
some of the best firms in the city. I presume the banks of the 
city are now buying a million dollars of paper a day from brokers, 
all bought because the maker is supposed to be good, and not be- 
_ cause the broker endorses it.” 

It may be added that banks do not buy paper of the brokers in 
preference to discounting that of their depositors; but as we have 
previously said, these institutions are often unable to loan all their 
resources to persons who make a direct application for money. 
Banks must therefore either resort to the note-brokers, or loan in 
some other way. : 

This bought paper, as it is termed, is entered in a discount 
book, separate from the DEALERS’ DISCOUNT BOOK, and for distinction 
the bought-paper book is called CASHIER’S DISCOUNTS. Cashier’s 
Checks are given for the paper purchased, and each day the total 
payments of the CASHIER’S DISCOUNTS are credited to the “ Cashier 
account” in the ledger. Each check when presented and paid is 
charged to cashier’s account, which offsets the corresponding credit. 
Paper discounted for dealers is posted in a DEALERS’ BILL BOOk, 
with a title page for each dealer. Paper purchased is posted in a 
CASHIER’S LEDGER, with a title page for each name on the strength of 
which the paper is bought, and both books, of course, are indexed. 
A reference to any name can therefore readily be had, and the 
amount on hand, if any, at once be ascertained. 

The officers, therefore, may tell at a glance what, and how much 
of any name bought, they may have on hand. Many banks have 
lying on their president’s desk a small book, the leaves of which 
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are made of silicate slate, with two or three leaves for each letter 
of the alphabet. The names of paper purchased, with the due 
dates and amounts, are written in pencil on the appropriate pages, 
and the entries are corrected daily by erasures or additions, as the 
case may be. 

Some banks have adopted a very perfect system of recording 
the information they obtain concerning the paper they buy. Books 
are prepared with a page or more devoted to each name. Here 
are recorded, briefly and succinctly, condensed extracts of mercan- 
tile agency reports, extracts from letters that may be received re- 
lating to the character and responsibility of the house in question, 
synopses of conversations with merchants, bankers, and others who 
have been found to know the firm, &c., &. A voweled index 
affords means of speediest reference to any desired name. 





. 
* 
* 


BANKING REFORM IN NEW YORK. 


At a meeting of the New York Clearing-house Association, held 
on Wednesday, June 4th, 1884, E. H. Perkins, Jr., Esq., Chair- 
man, presiding, the following resolution was unanimously adopted, 
viz: 

Resolved, that the. experience of the associated banks in the New York 
Clearing-house during the recent panic, having again shown that every mem- 
ber of the Association, in a time of general and serious financial disturb- 
ance, is involuntarily compelled to make common cause with every other 
member in the risks attending any practical expedient for general relief, or 
of any effective combination for the public good; it is therefore proper and 
necessary to enquire whether the methods of business, as conducted by the 
several members of this Association, are uniform and correct in their opera- 
tion with the public, and equitable to all the banks which are thus bound 
together in the Clearing-house Association. 


Mr. Geo. S. Coe, President of the American Exchange National 
Bank, in presenting this resolution, made substantially the follow- 
ing remarks, which were ordered to be printed for the use of the 
members : 


Mr. CHAIRMAN: In offering this resolution, I may at first warmly 
congratulate this Association and the country at large, upon the 
great good which has been accomplished in the recent financial crisis 
by means of the organized power of this combination of banks. 

After the failure of the Marine Bank, followed as it was so soon, 
by the announcement of the startling events connected with the 
Second National, the whole community was stirred to its depths 
with excitement and apprehension, fearing every form of financial 
disaster. The reputation before enjoyed by these institutions, and 
the eminence of some of the men diaectty and indirectly involved 
in their failure were such, that faith in human character was for 
the moment almost destroyed. 
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As bank officers, we were called here together suddenly by the 
promptness of our friend Mr. Tappen, and unanimously decided to 
re-establish our Clearing-house expedient for the issue of loan cer- 
tificates, which had proved so effective in former great public exi- 
gencies, and we appointed a committee of safety, to provide for any 
new event that might occur. Immediatcly after that meeting the 
suspension of the Metropolitan National Bank was reported, which 
added still greater intensity to the already inflamed condition of the 
public feeling. 

Under these circumstances the Clearing-house Committee were 
summoned together at midnight, to examine the condition of that 
institution, and to decide what action should be taken respecting 
it. A fearful responsibility was thus hastily thrown upon that com- 
mittee. It was impossible in a few short hours, and in the appre- 
hension of further possible events, to reach a definite conclusion 
upon the value of the large and diversified assets of that bank. 
When we examined its books, this most important fact at once ap- 
peared: that it owed some eight to nine millions of deposits, a large 
proportion of which consisted of the reserves of interior banks, which 
could not be imperiled or locked up for another day without pro- 
ducing a further calamity of wide-spread dimensions throughout the 
country. It was also evident that the consequent certain suspension 
of many banks in the interior cities would occur, and be followed 
by the suspension of business men depending upon them, and by 
heavy drafts upon those banks here which held similar deposit re- 
serves, and that the immediate danger to our city institutions was 
great, just in proportion to the extent of such liabilities and to the 
amount that each bank was expanded relatively to its immediate 
cash in hand. That, should the threatened wild excitement pervade 
the country, a general suspension of banks, bankers and merchants 
was inevitable, and in such case the magnitude of the loss to every 
institution would be incalculable. 

The Committee therefore came to the unanimous conclusion that 
it was better to confront the risk of losing one or two millions, if 
need be, by taking possession of the total assets of that bank, and 
by paying off its depositors, rather than by waiting to incur the 
hazard of an indefinite and greater loss, by a general financial and 
commercial derangement throughout the country; and that it was 
their manifest duty to promptly accept this grave responsibility, 
confidently relying upon their associates for approval and support. 
On behalf of the combined capital and surplus of the banks in 
this Association, amounting to about a hundred millions, and also 
to protect thc property and assets held by them together, of more 
than three hundred millions, your Committee unhesitatingly acted, 
and thus saved the nation from immeasurable calamity. The Metro- 
politan Bank was obviously the key to the whole situation. When 
this decision was announced the next morning, confidence was in- 
stantly restored, and business resumed its even tenor. Seven-eighths 
of the deposits of the Metropolitan Bank have already been paid 
off. Its many shareholders have been saved from threatened per- 
sonal responsibility, and time is gained in which its large property 
may be more deliberately converted into money, The restoration of 
confidence was as sudden as was its loss; so sudden, indeed, that 
the immensity of the danger can now hardly be appreciated. 

I rapidly review these important events, Mr. Chairman, because 
they have once more illustrated the power and importance of this 
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voluntary Association, and have also shown how the several mem- 
bers comprising it are mutually dependent upon it and upon each 
other in any great emergency, for the safety and stability of their 
own banks. 

It must be borne in mind, that the banks in New York, holding 
as they do, the reserves of other institutions and of bankers in 
this city, and also of banks and bankers throughout the country, 
and standing between home and foreign commerce, are the last re- 
sort of this whole nation for cash reserves, and that a financial 
disturbance or distrust in any part-of the land, is sure to bring 
upon them a greater or less demand. Acting singly and alone, 
what could each one of sixty or seventy independent institutions 
have done to stem the tide which, in such an unnatural and 
simultaneous call for money from every quarter of an alarmed na- 
tion, must have swept over them? No time was allowed to any 
bank to gather in its loaned resources, and no power on earth 
could so suddenly respond to a demand that—not any natural com- 
mercial want but—general demoralization and wild panic alone had 
so unexpectedly created. It is perfectly apparent that without this 
combined support, each bank would have been, not only powerless 
in itself, but the occasion of peril to others. it was only because 
we were thus associated, and had in hand the printed forms and 
instruments provided in past experience, that we were able, at the 
tap of the drum, instantly to fall into line, and present an unbroken 
front and a disciplined force, to this formidable enemy. Our num- 
bers, now no longer a weakness, were thus converted into the 
greatest strength, and we were able easily to carry away this heavy 
and disabled member, and to relieve its creditors, shareholders and 
friends from the danger of utter destruction, and also to arrest the 
panic so rapidly spreading. I think the Association may well feel 
proud of this achievement, which for promptness, efficiency and 
breadth of influence, has no superior in the annals of commerce. 

Now the Association, being of such importance, and the connec- 
tion with it of each member being of this peculiar character, how 
can any honorable gentleman among our number claim the right 
to selfishly pursue his business in utter disregard of these delicate 
relations by which the Association itself is sustained, and the busi- 
ness of the nation is safely conducted? We are in a most important 
sense directly responsible for each other, and cannot avoid being dis- 
turbed by the ignorance, selfishness or immoral conduct of our most 
remote members. 

Crises will arise in the future as in the past, and it is not only 
just but necessary, that we adopt such safe and uniform methods 
of business as experience has approved, that we clearly under- 
stand what those methods are, and freely invite from each 
other the utmost scrutiny in their observance. In the light of re- 
cent experience, it seems no longer credible or possible, that an in- 
telligent body of men, composing an Association of such dignity 
and importance as this, can deliberately consent to remain respon- 
sible partners in times of peril, with those who are eager compet- 
itors and antagonists in days of prosperity. The burthens, respons- 
ibilities and profits of this great trust ought to be shared together 
upon recognized and uniform conditions, with special reference to 
the public welfare; and the only basis of competition for* such 
business, should consist in superior character, fidelity and intelli- 
gence in its management. Thus can this Association become one 
homogeneous body, composed of many members, like the. govern- 
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ment under which we live, and capable of efficiently performing the 
highest duties, such as single financial institutions—conformably to 
their political constitution—in older countries, render to commerce, 
in being the safest custodians, and the ultimate resort of the money 
reserves of the people. 

The issue of loan certificates, although practically equivalent to 
a supplemental issue of currency, exclusively for local uses between 
the members of the Association, are only, in fact, convenient instru- 
ments by which the bills receivable and negotiable securities be- 
longing to one bank are readily transferred to another, in exchange 
and as a substitute for its ready money. Thus covering the weaker 
by the stronger, and, in fact, by all the other banks in the As- 
sociation during a time of common peril. For the time being, 
these certificates form a connecting medium between the banks, bv 
which they all substantially become one in power, through the ebb 
and flow of the vital elements which compose them, and by which 
their total money in hand is made available at any special point of 
danger. In one sense, our action was outside of law. In fact, the 
law could never anticipate such experience, nor establish a union. 
so effective, and any legislation to enforce such generous and 
voluntary co-operation would only prevent it. The occasion was 
sudden and momentous, and the banks proved equal to the occa- 
sion. It was the same after the panic of 1857, when, as State in- 
stitutions, our similar organization first originated. Also in 1861, 
after the battle of Bull Run, when with our colleagues in Boston 
and Philadelphia, we united and furnished the Government from 
week to week in its greatest extremity, a total of one hundred and 
fifty millions in gold. Likewise in 1873, when the country was 
again convulsed by financial trouble. In all these great financial 
disturbances—each one like the present, but originating from a 
different cause—the_ beneficent influence and power of this Associa- 
tion were fully illustrated, and some of us now present can bear 
testimony to the fact that several banks here represented, owe their 
continued existence to the protection afforded them upon one or 
another of those important occasions. 

I appeal to you members of the Association to. give this subject 
the most serious consideration. We are responsible not alone to 
our directors and stockholders. Our responsibility takes a far wider 
range. Like the Bank of England in the British financial system, 
the banks composing the New York Clearing-house Associa- 
tion are the final reservoirs of the cash reserve of the nation, 
and its refuge in commercial commotion. Every one of the thou- 
sands of banks and bankers throughout the land has intimate finan- 
cial relations with us, and all the multitudes who depend upon 
them are thus indirectly concerned in the stability and safety of 
our methods of daily business. Every added facility of communica- 
tion or of commerce only tends more closely to unite us to them, 
and ourselves to each other. The very conditions of modern life 
compel us to be more and more mutually dependent. 

There are three special abuses to which | desire for a moment 
to call your attention. 

FIRST, the payment of interest upon deposits of money. payable on 
demand. This subject has upon several occasions in years past been 
under consideration, and its total abolition has been almost unani- 
mously agreed to among our banks by written contract. Yet by 
the refusal of one or more members it has failed to become a 
binding obligation. Like some other great reforms, this one does 
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not admit of partial application or of compromise. Any attempt 
to make exceptions to the prohibition among partners mutually de- 
pendent, can only result in entirely releasing them all from any 
obligation respecting it. Yet every banker will freely admit that 
the purchase of deposits payable on demand, operates, in some de- 
gree, aS an absolution of the obligation to be always in condition 
to meet the contract. Both the giver and receiver of interest on 
such deposits, by the nature of the business, substantially, though 
not expressly, agree to such use of the money as may prevent its 
immediate return. 

What, Mr. Chairman, is the nature of bank deposits? Every re- 
sponsible person, in regulating his own affairs, must withholc from 
permanent investment, and keep in ready money, enough for his 
current wants. 722s zs his reserve. When such sums, for greater 
safety, are placed in charge of another person, they do not lose 
their essential character; and when they become further aggregated, 
and pass into the possession of a bank or banker, they are still subject 
to the same immediate wants of every original owner, for the very 
purpose for which he set them aside. And when these rivulets of 
capital become streams, and streams gather into rivers, and flow 
towards the ocean until they reach this city, where they come into 
financial relations with other men in other continents, the parties 
who here take them in charge assume new and accumulated respons- 
ibilities. They are subject not only to the necessities of the peo- 
ple at home, but also to the world-wide influences of commerce. 

Now there is a constant and irrepressible conflict going on in 
the mind of every intelligent man or woman, between the desire to 
invest their own capital so that it may earn them the utmost rev- 
enue, and the necessity of retaining enough of it in ready cash, to 
meet their current necessities. This question decided, each for him- 
self, that portion of the total which is thus reserved becomes 
om ge with peculiar functions. It is the watzonal reserve, and the 
chief cause of financial disturbances arises from trespassing upon it. 

Is it not evident, Mr. Chairman, that when these reserves are 
attracted by banks and bankers who pay interest for them, they 
immediately lose their peculiar character, and become, so far, at 
once changed from reserves into investments, and that their original 
purpose is greatly reversed? The people’s ready cash, by the very 
condition of receiving interest for it, necessarily passes through the 
banker into fixed forms never intended. Reserve and investment! 
Idleness and work! They are adverse and irreconcilable conditions. 
It is true that in the hands of sound commercial banks, some of 
these deposit funds may be legitimately used for the best interests 
of society, in the negotiation of business notes representing articles 
of human want and subsistence, passing from production into con- 
sumption. This is using the fund by promoting the very object for 
which each person originally provided it. But such, we all know, 
in not the tendency nor the operation of the practice now in ques- 
tion. Money payable on demand with interest is chiefly loaned here 
upon fixed property intended for permanent investment, and upon 
bonds, stocks and other obligations made for the construction of 
public .enterprises and works of established purpose, whose large ex- 
penditures are not again resolvable into money. They are in their 
nature fired, and they demand, not their ready cash reserve, but the 
permanent savings of the people, to construct them. So that tem- 
porary loans of reserved capital upon such securities are certain 
to be called in when they are hardest to pay, because the ready 
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money reserves so injudiciously absorbed by them, are called back 
by their owners in apprehension or for the supply of their own 
needs. 

We all know by experience that those deposits upon which in- 
terest is paid are the most fugitive and evanescent of all. Those 
who placed them with us well understand their danger. While they 
receive interest, they do so with doubt and suspicion of those who 
allow it, and with the consciousness that they themselves are par- 
tially compromising principle in placing them with those who are 
willing to pay the price. 

From the very start, the vicious practice of paying interest for 
the custody of the people’s cash reserves, pursues such funds like 
an enemy from place to place, and impairs their integrity at every 
point. And when those deposits have at last concentrated in New 
York banks, the same evil overtakes them there, all tending tothe 
reduction of tangible cash assets to the lowest point, and to the 
weakness and impoverishment of the whole country. Arrest this 
practice here, at the termination of the line, and the reform will, 
of necessity, run back through every link of the chain in other 
cities, adding strength to the whole, to the incalculable benefit of 
the nation. Every institution that accepts the reserves of the com- 
munity, agreeing to return them upon instant demand, gives a full 
equivalent in their faithful care. It is in duty bound to retain so 
large proportion of such deposits, in actual cash, that no other 
compensation can be safely allowed. Any such payment should be 
taken at once as a confession that the fund is to be used in some 
manner inconsistent with its real nature, and is to be placed more 
or less in peril. Deposits so unnaturally attracted are necessarily 
capricious and transitory. They fly away at the first whisper of 
danger, to the detriment of the many who have touched them. 
Those banks which so purchase them are objects of special dread 
to their colleagues in business, while at the same time they are 
continually held up as patterns of enterprise and as models for im- 
itation. Differing so widely from their associates in principle and 
in practice the two cannot work harmoniously together, nor equally 
and honorably share the burthens of a National financial system, . 
whose stability requires the New York banks voluntarily to stand 
firmly and compactly together as one united body. 

Experience among ourselves has again and again proved that the 
interest-paying banks are the first to become embarrassed by any 
kind of financial disturbance, even if they themselves are not the 
means of producing it, and that they are then almost alone in be- 
ing compelled to seek protection from the loan committee, by a 
pledge of their securities. 

Will a few members of this Association on the one hand, longer 
continue a practice that subjects them to this humiliation? And is 
it just, on the other, for a large majority to tacitly submit to hav- 
ing their business thus drawn away, and the community periodi- 
cally disturbed by associates whom, in the hour of peril, they are 
compelled for their own protection to support? 

There is no necessity whatever, as there is certainly no profit, for 
the banks in the New York Clearing-House, to continue this prac- 
tice. Public safety, business convenience, and social needs, all ab- 
solutely require the service which these banks perform. The com- 
manding position of this metropolis will constantly bring to it all 
the capital that healthful commerce and trade can safely employ 
and any fictitious attractions only tend to false estimates of weaich, 
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and betray the community into unprofitable and dangerous enter- 
rises. 

: If the banks composing this body should unanimously agree to 
totally abolish this practice, the business of each would not seriously 
diminish, because no dealer could secure better terms by changing 
from one member to another, and even if, in the course of time, 
the disparity between the banks in deposits should consequently not 
continue as great as now, the loss by any one in volume would be 
more than compensated by a gain in ¢erms, and by diminished risk, 
labor and expenses. 

Taken as a whole, whatevever the banks composing this Associa- 
tion pay to their dealers and correspondents as interest, is a to- 
tally unnecessary and gratuitous payment. It is worse than money 
thrown away, so far as, and because, it tends to divert the current 
of capital of the country from its natural flow. If it be expedient 
for one member to practice it, it is expedient for all; and then the 
special and selfish advantage to any single one is lost. If it should 
be continued after our recent experience, it must be distinctly rec- 
ognized as a defect in our financial system, and a standing cause 
of contention and of sharper competition among banks in their 
pursuit of public favor, which must separate the two classes of in- 
stitutions into known and irreconcilable divisions. 

In the business indirectly done through the New York Clearing- 
House, there enters another element which it is also proper for us 
to consider as affecting the stability of the whole system. The 
trust companies and other depositories of funds, very much of 
which are payable on demand and bear interest, are receiving the 
full benefit of this Association through the medium of one or 
another of our members, and so they successfully compete with us 
all. They thus secure every facility of exchanging their checks 
with all the banks, and are by that means enabled to divert to 
themselves a large proportion of the current deposits of the city 
and country, which have always been regarded as a special func- 
tion of banking institutions. Instead of being trust companies in the 
real meaning of the term, many of them are banks of deposit, pay- 
ing interest. This large volume of deposits is not only in much 
greater ratio to capital than are the deposits in banks, but it is 
supported by no special cash reserve of its own whatever. The 
only ready means it has, consist in keeping current balances at 
credit in banks like other dealers. It thus leans upon the same 
reserve as do the banks themselves. If such institutions are to 
enjoy the privileges of the Clearing-House, they should certainly at 
least bear the same burdens which rest upon its members, and also 
contribute their full share of the reserve funds in cash, by which 
the stability of the business is maintained. By a strange gener- 
osity on the part of the Clearing-House Association, it enables 
these lively competitors to do their business with the public upon 
better terms than they can do their own, while they do not con- 
tribute to the public safety. 

SECOND. Another abuse to which I invite your attention is that 
of rececving and crediting to dealers, as cash in hand, checks drawn 
upon banks out of the city. The aggregate amount of such checks 
in progress of collection by all the members of this body, is not 
less than ten millions, and may average fifteen or twenty millions. 

These checks cannot be converted into cash here in less time 
than one week, and for that period they remain as dead assets to 
the banks. How did this absurd practice arise? Simply by the 
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eagerness of one bank to draw to itself the business of others by 
superior inducements, an advantage which, in the nature of the 
case, could be but temporary. Others, in self-defence were neces- 
sarily compelled to follow the pernicious example, until the prac- 
tice became general. But for this practice this large sum would 
naturally lie as deposits in New York banks from their corre- 
spondents throughout the country, held here for the purposes of 
exchange. They are now expelled from their natural commercial 
resting place, and their true position is actually reversed. 

THIRD. There is still another subject of solicitude with which 
we are all daily familiar. I allude to the reception of checks of 
large amounts, drawn upon banks which particularly deal wth 
brokers and operators in bonds and stocks. The sums represented in 
such transactions, by the nature of the business, are of great mag- 
nitude. The custom has become established of pivoting the oper- 
ations of the Brokers’ Board through the banks by expressing and 
accounting for their money value in detail, thus making it neces- 
sary to draw upon banks the immense total that is passed from 
hand to hand. They give rise to checks in sums greatly dispro- 
portioned to the capital of banks which keep such accounts, and 
are the occasion of constant embarrassment to bank officers, who 
desire to treat their associates in the Clearing-House and their own 
dealers with generous confidence, and mean at the same time to 
avoid extraordinary risks. The effort has been partially made to 
conduct this business by a Clearing-House arrangement where shares, 
not money or checks, and only balances resulting from them are thus 
paid; and it is the earnest desire of bank officers that this effort 
should be accomplished. I believe that the experiment, if seriously 
attempted, can be made successful to the satisfaction of brokers, 
the relief and safety of the banks, and the good of the community. 

The present mode of conducting the transactions of the Stock 
Exchange adds enormously, and I believe unnecessarily, to the daily 
volume of business in the Clearing-House, increases the risks of 
the exchanges between banks, and expresses a false idea of the 
commerce of the country. 

These, Mr. Chairman, are ¢ivee most important reforms. Their 
adoption will remove all cause of alienation and distrust between 
the banks and members of our fraternity, will unite us together for 
greater efficiency and mutual protection in doing the public busi- 
ness, and will make the Clearing-House Association a power for good 
and a tower of strength in the nation. 

Our country needs a reliable, ultimate financial resource in time 
of trouble, such as every other commercial nation in the world 
enjoys. Here it may be secured, without the danger, which is al- 
ways apprehended, from any single colossal institution. Each one 
acting independently, yet all restrained by honorable agreement, the 
sixty or seventy banks composing this Association, already possess 
the power to supply, if they will, this long-felt defect in the 
American commercial system; and that, too, not by any deliberately 
formed legal or corporate organization, more complete than we 
now possess, but by the simple voluntary adherence to sound 
and self-evident principles of business, using our freedom to do 
right. These considerations must appeal to every man of common 
justice and common sense. I present them to you now in the 
belief that the peculiar circumstances which have called us to- 
gether, will secure for them the most serious attention and cordial 
assent. 
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After further discussion, the resolution offered by Mr. Coe, was 
unanimously adopted and referred to a committee of five members, 
to consider and report to the Association. 

The Chairman subsequently appointed the following as that com- 
mittee, viz: George S. Coe, Dvsstions American Exchange National 
Bank; George . Potts, President National Park Bank; O. D. 
Baldwin, President Fourth National Bank; John J. Knox, President 
National Bank of the Republic; R. L. Edwards, President Bank 
State of New York. 
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LETTERS TO BANKERS—BY A RETIRED OFFICIAL. 
[ FROM THE SCOTTISH BANKING aND INSURANCE MAGAZINE.] 


No. IIJ].—To THE TELLER. 


My DEAR SIR,—Until you obtained your present promotion, your 
duties in the bank had been useful but unobtrusive. You had artis- 
tically wielded the paste-brush. You had labored like Sisyphus at 
the copying-press, and you had summed the cash-book with a pre- 
cision excelling, it may be, even Babbage himself, but all the time 
the great public were as ignorant of your toil as, until taught by 
Darwin, we all were of our slim but heroic relative, the earth-worm. 
No longer, however, is such honorable obscurity your lot. Removed 
from the back shelves, you are now stuck in the window, and to the 
large section of the community, which does not require advances, 
you are become ¢he banker. . 

After long experience of the work, I can confidently say that the 
post of teller is the lightest and least irksome which the service 
offers. The merely mechanical part of your duty stresses your in- 
tellect no more than would the hammering of carpet tacks, and 
whenever your cash is balanced your responsiblity is over. No 
arrears of work are possible, and the whole day is enlivened by 
a constant stream of fresh faces and somewhat scrappy conversa- 
tion. 

Yet there are diverse ways of performing even the most me- 
chanical task, and it is worth some trouble to acquire an easy style 
of dealing with cash. How pleasant it is to see a really expert 
teller counting a bundle of notes! More quickly than the eye can 
follow do they flutter over, and with a pleasant click each remazns 
over until the parcel is done; while you see his neighbor, the 
clumsy man, making spasmodic jerks that threaten the dislocation 
of his right thumb, and every few seconds a despairing clutch with 
the fingers of his left hand to hold down the only half-conquered 
notes. The art in its perfection is easy to learn, valuable to use, 
and yet wofully uncommon. 

All this, however, is child’s play, and all your work proper 
could be as well done by an apprentice of a couple of years’ 
standing. What you have been selected for, and what you are paid 
for on a scale of at least comparative munificence, is that you may 
worthily represent the bank, and meet its clients in a uniformly 
becoming manner. This as a body you do, but there are unfortun- 
ately many exceptions, and we find men at the counter who are 
remarkable neither for their good looks nor their smartness, 
whose only strong points are an overwhelming sense of their own 
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importance, and a marked resolution to do as little work as they 
can. 

Like all other evil things, bad habits at the counter begin small 
and grow upon a man, and it may tend to check this beginning if 
I refer to a few of the more common faults. 

Be smart and active, but don’t try to do everything at once. 
Some zealous tellers remind one of an octopus with his countless 
arms. Cheques are flying through one hole, and pass-books through 
another; discounted bills are shouted for, and drafts are thrown 
over the counter (often to the wrong person); a half-taken pay-. 
ment is laid aside and another begun, until the spectator is in 
a state of vertigo, and dare scarcely hope that order will ever 
come out of the confusion. Depend upon it, this system does 
not, on the whole, turn out a success. Renee often of a serious 
and inexplicable kind are bound to happen, and more than this, 
- — orderly man has always a bigger book at the end of 
the day. 

Do -_ share of the work honestly. Some people’s payments 
are much pleasanter to take than others, and it is very easy to 
be intently summing your book when you see such people enter, 
so that they may go to some of the other tellers, but don’t do it. 
It. is unfair, and the shallow pretext being easily seen through, 
- man who attempts it often does not rise in the estimation of his 
ellows. ; 

Speak intelligibly to the customers. To persons who are in the. 
habit of frequenting banks, the phrases “long or short,” “ How will 
you have it?” pronounced “Howlyavit?” or “singles,”’ convey a 
clear meaning, but to country people and the majority of ladies 
you might as well shout “ Abracadabra.” Yet many a time have I 
seen tellers vastly irritated at the non-comprehension of their cabal- 
istic question. 

Don’t forget that many things now quite clear would at one 
time have temporarily perplexed even yourself, and don’t show too 
clearly your surprise that a non-mercantile mind does not at once 
grasp the full scope of your explanation about collecting charges or 
other matters. 

Be gentle and courteous in manner. Don’t throw down a cheque 
to be endorsed as if you were Ivanhoe at the shield of Brian 
de Bois Guilbert, and order your customers (or their representa- 
tives) as if you were the aforesaid Norman and they were Saxons. 
A quiet request with reason assigned is just as easy and infinitely 
pleasanter. 

Don’t fear to admit the possibility of error on your own part. 
You are only mortal and fallible like other mengand refusal to ac-. 
cept evidence will deceive nobody. It might save you half-a-crown 
one day, and quite as likely cost you £10 the next. 

Write up your book decently. The most illegible scrawl with a 
figure at the end may serve your purpose, but it is unfair to make 
the clerks behind spend their time deciphering scrawls that rival 
in obscurity the legends on Cleopatra’s Needle. 

For the bank’s sake, never show that you are idle. An outpost 
sentry would not carry a banjo to fill up odd moments, but would 
rather look well to his gun and accoutrements, and any spare time 
you may have would be better spent in almost any way than in 
reading the newspapers, or visibly lounging, thus proclaiming scarcity 
of business. : 

And above all things cultivate patience, for you weed it. I know 
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them all—the woman who does not know what she wants—the 
man who gives you his business in a number of separate items, 
all of which could have been carried through together in a tithe 
of the time—the customer who is always wrong and scarcely be- 
lieves it—the merchant who sends you his week’s collection on 
your busiest day—and the boy who rushes in just at closing time 
with a confused mass squeezed anyhow into a bag. 

If you look fairly at it, you will find some excuse for each, and 
whether or not, you should bear in mind that the prosperity of the 
bank is largely dependent on the impression which you as its visible 
representative make. 

The counter is a /est flace; you are not unnoticed there by your 
superiors; and you may depend upon it that the man who in face 
of some difficulty shows himself to be genial, active and popular, 
will stand very high in the list when a more important post is 
open. 
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MATERIAL ALTERATION OF A NOTE. 


SUPREME COURT OF INDIANA. 
Nicholson v. Coombs. 


The material alteration of a promissory note, made at the instance of the 
payee and without the knowledge of the maker, releases the latter from all 
liability on the ‘note. The addition to an instrument of the name of a 
party, as maker, is a material alteration of it. 

The word ‘*executed,’’ as used in an answer, charging that the note 
sued upon was materially changed after it had been ‘‘executed and de- 
livered,’’ implies a complete and perfect contract. 

ELLIOTT, J.—To the complaint of appellant, charging that the ap- 
pellees, William CC. Coombs, Richard F. Nugent and David S. 
Koons, executed to him the promissory note sued on, the appel- 
lees, Coombs and Nugent answered separately. The answer of the 
former is, Omitting formal parts, as follows: “That after he and 
his co-defendant, Richard F. Nugent, had executed and delivered 
the note sued on herein, and without the knowledge or consent 
of this defendant, the plaintiff procured David S. Koons to sub- 
scribe the said note as one of the makers thereof.” 

It is urged that the answer is bad, for the reason that it does 
not aver that the name of Koons was added after the note was 
completed. This position is not tenable. The word executed im- 
plies both a signing and delivery, and a signed note duly delivered 
is a complete contract. In a legal sense the word execute includes 
delivery and implies a complete contract. Graham v. Graham, 55 
Ind. 23, vide 28; Prather v. Zulauf, 38 Id. 155. 

It is settled law in this State that the material alteration of a 
promissory note made at the instance of the payee, and without 
the knowledge of the maker, releases the latter from all liability 
on the note. Hert v. Oehler, 80 Ind. 83; Bowman v. Mitchell, 79 
Id. 84; Monroe v. Paddock, 75 Id. 422. It is also firmly settled 
that the addition of the name of a party as maker is a material 
alteration of the instrument. Harper v. The State, ex rel., 7 Blackf. 
61; Henry v. Coates, 17 Ind. 161; Bowers v. Briggs, 20 Id. 139; Big- 
elow on Bills and Notes, 579. The answer was unquestionably good. 
The answer of Nugent is the same as that of Coenen with the 
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exception of a change in names, and the questions arising upon 
it are, therefore, disposed of by what has been said in considering 
the latter’s answer. There was testimony showing that the note 


' sued on was signed by the appellees; that it was accepted by the 


appellant, and, that after this had taken place, the latter, without 
the knowledge of the former, procured Koons to sign as a maker; 
it cannot, therefore, be said that the finding of the trial court is 
not sustained by the evidence. After the signing and delivery of 
the note, the appellees could not recall it nor the appeilants change 
it. From that time it became a complete and perfect contract. 
The silence of the makers vested no authority in the payee to 
procure an additional signature to the note. The delivery of the 
note closed the contract, and it was the duty of the appellant to 
have kept it unchanged. 
Judgment affirmed. 


The above case, which was reported in the American Law Regis- 
ter, was followed by an excellent review of the authorities relating 
to the subject by W. W. Thornton. 


Any material alteration of a bill of exchange or promissory note 
without the consent of the drawer or indorser of the one, or 
maker of or surety upon the other, vitiates it. No suit can be 
maintained upon it as it is after its alteration, for as. such it was 
never executed, nor upon it in its original form, because, as origi- 
nally executed it is no longer in existence. Upon this all the 
writers and authorities upon this subject agree; the only difference 
in them is as to what constitutes a material alteration. Ames, N. 
& B. 434-447, and note 1; Story on Promissory Notes, 545 (6th 
ed.); Bridges v. Winters, 42 Miss. 135; S. C. 2 Am. Rep. 598; Fa/- 
mouth v. Roberts, 9 M. & W. 469; for all agree that an immaterial 
alteration (2 Parsons N. & B. 544; Bachellor v. Priest, 12 Pick. 399; 
Hubbard v. Willéamson, 5 Ired. 397), or one that does not change 
the legal effect of the bill or note, is not such an alteration as 
will render it void. Granite Railway Co. v. Bacon, 15 Pick. 239; 
Johnson v. Heagan, 23 Me. 329; Smith v. Smith, 1 R. I. 398; Reed 
v. Roark, 14 Texas 329; Pars. N. & B. 568. 

In an early English case it was held that where a joint and sev- 
eral promissory note was made by several parties concerned in a 
joint undertaking, for the purpose of securing repayment of a loan, 
and one of the parties signed it several days after the party did 
who borrowed the money, the note did not require an additional 
stamp if it was signed before the money was paid, but if it was 
signed after the money was paid an additional stamp was necessary. 
Ex parte White, 2 Deac. and Chit. 334. The note was here treated 
as a valid note, although an additional name was added to it with- 
out the consent of the original maker. Clerk v. Blackstock, 1 Holt. 
N. vi 474, decided nothing more than this, as a careful analysis re- 
veals. 

In Catton v. Simpson, 8 Ad. & El. 136, it was held that an addi- 
tional party signing without a stamp was not bound by his signa- 
ture, and that the alteration, therefore, was not material. In that 
case the original note was signed by a principal and surety, jointly 
and severally, and the new name was procured by the principal for 
an extension of time. The original surety paid the note and sued 
his principal for the money paid to his use. The principal defended 
on the ground that the payment was voluntary, because the surety 
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had been discharged by the alteration and had no right to pay the 
note; but his defense was rejected. 

In Gardner v. Walsh, 5 El. & Bl. 83, a principal and surety made 
a joint and several promissory note, and a second surety was added 
after delivery, without the knowledge or consent of the first. It 
was held that the first surety was discharged by the alteration, 
and the opinion was expressed by the court that Catton v. Simpson, 
supra, was not law. In Aldous v. Cornwell, L. R. 3 Q. B. 573, Caz- 
ton v. Simpson, supra, is cited as an authority on the point that an 
alteration will not vitiate a note unless material, and the case of 
Gardner v. Walsh, supra, was referred to merely to say that it only 
overruled the former case on the question whether such an alteration 
as that passed upon was material. The court was somewhat severe 
in condemning the earlier cases that paid no attention to the ma- 
teriality of the alterations. 

It has been also held in England that if a third party, after its 
execution, signs a note upon the face of it with the intention of 
becoming an indorser, and for that purpose only, it does not render 
the note void. Ex parte Yates, 2 De G. & J. (Ch.) 191. So, toa 
declaration upon:a rote accepted, payable to the order of L, and 
by him indorsed to the defendant, and by the defendant to the 
plaintiff, a plea that the bill was, after the indorsement by the de- 
fendant, materially altered, without his consent, by the insertion of 
his name as an indorsee prior to the defendant’s indorsement, was 
held bad, as the alteration did not vary the nature of the instru- 
ment, but was a mere correction of a mistake which gave the in- 
strument the effect which it was intended to have. London & Pro- 
venctal Bank v. Roberts, 22 W. R. 402. 

In three cases, decided at an early day in Kentucky, it was “eld 
that the name of an additional surety placed upon a note without 
the prior surety or maker’s consent vitiated the note. Sank of 
Limestone v. Penick, 2 T. B. Mon. 98; s. c. 15 Am. Dec. 136; Bank 
of Limestone v. Penick, 5 T. B. Mon. 25; Shipp v. Suggett, 9 B. Mon. 
5. The principle said to be involved in these cases was the same 
as in the case of the alteration of a deed; in one, after the alter- 
ation, it was not the deed of the grantor, in the other, not the 
note of the maker. The same point was decided in other Ken- 
‘tucky cases; and it was said, if the maker assented to the changed. 
condition of the note at any time after it was so changed, it was 
a binding obligation upon him; and a jury was authorized to find 
such assent upon very slight evidence. Payne v. Withers, 8 Dana 
98; Lilly v. Evans, 3 B. Mon. 417. 

Some cases have sought to draw a distinction as to the time at 
which the additional name is affixed to the note. Thus, where a 
note had been signed by the defendant as a joint principal and 
intrusted to his associate, it was held that he gave his principal 
implied authority to obtain either additional sureties or joint 
makers, indefinitely, until the note was fairly launched in the market 
as a security. It was said that the rule was the same if the de- 
fendant had signed only as a surety. Ke¢th v. Goodwin, 31 Vt. 268; 
Hall's Adm’x v. McHenry, 19 lowa 521. In the case last cited it 
was held that if the holder took the note with notice of the add- 
ing of the additional name, the note was void. The same doc- 
trine has been declared in other Iowa cases: Déckerman v. Miner, 
43 lowa 508; Hamilton v. Hooper, 46 Id. 515. 

So in Wisconsin it was said that a note signed in blank by one 
person, as maker, for the accommodation of another to whom it 
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is delivered, and afterward signed by a third person as joint maker, 
would probably be void in the hands of one who takes it with 
knowledge that, at the time of executing it, the first signer ex- 
pressly stipulated against a further signature; but where the note, 
when signed by the maker contained, among other blanks, one for 
words making it a joint or several obligation, and was delivered to 
the person for whose accommodation it was made, without any ex- 
press stipulation against further signatures, it was held to have au- 
thorized such persons to procure it to be signed by other parties 
or joint makers with the first. It will be observed that this case 
turned upon a question of agency, as the court stated, and not 
upon the alteration of the note. Proof of the fact that there were 
blanks left in the note, was held a sufficient establishment of the 
agency to fill them up. Smayder v. Van Doren, 46 Wis. 602. The 
Iowa cases decide, in fact, nothing more than this Wisconsin case. 
It was only a question as to whether the defendant had authorized 
the procuring of additional signatures by his action. 

In Ohio it was held that the signing of a note by a stranger, 
after its delivery, vitiated it; it is said, however, that if he signed 
it as a surety it would not have avoided it. It is difficult to see 
the ground for such a distinction. Wallace v. Jewell, 21 Ohio St. 
163. 

One of the lowa authorities cited, held that where a note had been 
fully issued and delivered to the payee, the addition of another 
maker, at the instance of the payee, and without the knowledge 
of the other maker, operated as a discharge of the latter, Had/’s 
Adm’x v. McHenry, 19 lowa 521. It was so held in Indiana, 
Bowers v. Briggs, 20 Ind. 139. So where C, member of the firm 
of C & Co., obtained an accommodation indorsement to his indi- 
vidual note, and then added “ & Co.” to his signature, thus making 
it his firm’s note, it was held a material alteration, and to vitiate 
the note. Haskell v. Champion, 30 Missouri 136. In an Indiana 
case the court decided that an additional surety discharged the 
maker, and said: “It is idle to say that the defendant was not 
injured by the addition of another name as maker of the note. 
The character and identity of the instrument indorsed by the de- 
defendant was changed by the alteration. The alteration left in 
existence no instrument indorsed by the defendant; that instru- 
ment was destroyed.” Henry v. Coates, 17 Ind, 161; First Nat. 
Bank of Springfield v. Fricke, 13 Rep. 727. The Kentucky cases, 
as observed, were decided upon the same principle here announced. 

The Supreme Court of Michigan refused to follow the authority 
of the Indiana and Kentucky cases. It was there held that the 
principal in a note is not injured in any way by having the name 
of a surety added without his consent, and such addition does not 
invalidate the note. The court said: “It is very difficult to see 
how such a change can affect him in any way; it is a mere tech- 
nicality which neither changes, increases or diminishes his liability. 
Where there is no surety the principal is liable to be sued sever- 
ally and made to pay the whole debt, if he has any property li- 
able to execution. His liability on a joint judgment is_ pre- 
cisely the same. His property is primarily liable, and if he has 
enough to pay the judgment, and it is paid by him, or out of his 
property he has no further concern with the surety, or he can 
have no right of contribution for his own debt. The fact that he 
may not pay does not in any way affect the nature or extent of 
his judgment obligation. A surety may, perhaps, in some cases, be 
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injuriously affected by an addition to the number of sureties, where 
there is more than one already; as, in the case of the bankruptcy 
of any of them, his obligation to pay may be increased, and his 
right of contribution against co-sureties diminished by the change. 
But, as the principal is bound to pay the whole debt without con- 
tribution, his liability cannot possibly be changed by the addition 
of sureties.” AZzller v. Finley, 26 Mich. 249. So a like decision 
was rendered in Alabama, though it was admitted that the identity 
of the note was destroyed.” Montgomery Railroad Co. v. Hurst, 9 
Ala. 513. In California where a draft was delivered to S for the 
plaintiff, and S altered it, it was held, in the absence of proof, 
that the plaintiff authorized the alteration, and it did not vitiate 
the draft. Langenberger v. Kroeger, 48 Cal. 147. See Vance v. Col- 
lins, 6 Cal. 435. 

So in New York, where the payee of a note, without the knowl- 
edge or consent of the maker, procured a third person to sign 
her name to the note as a co-principal, and before its maturity it 
came into the hands of a dona fide purchaser, for a valuable con- 
sideration, without notice, it was held that the purchaser was en- 
titled to recover against both of the defendants, and that the ad- 
dition of the name was not a material alteration of the note, and 
did not render it void as to the original maker. Card v. Miller, 
1 Hun. 504. The only distinction between this and the Michigan 
case is, that the holder was an innocent indorsee for value in the 
former, without notice of the alteration, while in the latter he was 
regarded as a holder with notice. In another New York case it 
was held if the holder of a note, without an indorser’s knowledge 
or consent, procure a second name to a sale note, for the purpose 
of adding to their security, sugh alteration is an immaterial one, 
and does not affect the indorser’s liability. M/cCaughy v. Smith, 2 
N. Y. 39. This case goes as far as the Michigan case, and is fol- 
lowed by another announcing the same doctrine. Brownell v. Win- 
nie, 29 N. Y. 400. But the last case cited is clearly distinguishable - 
from the case in Hun’s Reports, upon the ground that in the latter 
the person making the alteration alone defended, while in the former 
the original maker defended. There is no doubt that the person 
making the alteration is estopped to deny his liability upon the 
note. Cobb v. Titus, 10 N. Y. 198. In another New York case it 
was held that an additional signer was jointly and severally liable 
with the maker to a holder of the note, and judgment was allowed 
against both as joint makers. This was a case where the payee 
sold the note, and to secure the sale signed it at the request of the 
purchaser. Partridge v. Colby, 19 Barb. 248. 

Two other New York cases are to be noticed. They are Chag- 
pell v. Spencer, 23 ,Barb. 584, and McVean v. Scott, 46 Id. 379. 
These have been frequently cited as authorities, but were expressly 
overruled in Card v. A@tller, 1 Hun. 504. In the former it was held 
that the writing of the payee’s name by himself, as surety, under 
the maker’s name, was a material alteration. The latter case was 
similar to Pariridge v. Colby, supra. 

Of course, consent to the adding of a name may be given, as 
elsewhere stated, and the administrator may consent to such change 
in his intestate’s note, so as not to release the estate. Vozles v. 
Green, 43 Ind. 374. And if a purchaser of a note, before purchas- 
ing it, exhibits it to the maker, and is assured by him that he has 
no defence to it, the latter cannot afterwards assign as a defence 
that previous to the purchase the note had been altered by the 











== < 
estes “i nea 


— - 
oes 
at ame Car — 


58 THE BANKER’S MAGAZINE. [ July, 


addition of a new name. Voghun v. Ferrell, 57 Ind. 182. So, if the 
alteration is made and the note afterwards restored -to its original 
condition, with the approval of the maker, this will amount to a 
ratification, and the maker will be held liable. Cod/ins v. Makepeace, 
13 Ind. 448. So, in a similar case it was held not necessary to the 
validity of a note that it should be ratified, as where the addi- 
tional name had been erased: “ because such erasure was no alter- 
ation of any contract that Loring ever made, for it neither altered 
the note as it was when Loring indorsed it, nor as it was when 
it first became available as a security.” W&Aztmore v. Nickerson, 125 
Mass. 496. | 

In Monson v. Drakely, 40 Conn. 552, after delivery, a- party signed 
a joint and several note of the maker and two sureties as surety ; 
no question of alteration being raised, the court held that he 
would not, unless in pursuance of an arrangement at the time of 
the execution or delivery, become a joint promisor or maker, and 
that the subsequent undertaking was independent of, and collateral 
to, the original; but the surety so signing was bound for contribu- 
tion to the original sureties. In a like case it was held that such 
subsequent undertaking upon a new consideration was a new and 
independent contract, not requiring the consent of the original 
promisor. Stone v. White, 8 Gray 589. The Iowa cases adopted this 
doctrine. Dickerman v. Miner, 43 lowa 508; Hamilton v. Hooper, 
46 Id. 515. But there must be a consideration for such signing, 
and unless there is the additional surety or maker will not be bound. 
Brigg v. Downing, 48 lowa 550; Tenney v. Prince, 7 Pick. 243; S.C. 
4 Id. 385; Clark v. Small, 6 Yerg. 418; Green v. Shepherd, 5 Allen 
589. 

A promissory note, payable to and at a certain bank, was signed 
by A and B, the former being the maker, the latter his surety, and 
delivered by A for a valuable consideration to C, who, for the pur- 
pose of having it discounted for his benefit at the bank—it having 
been prepared by A and B with that expectation—signed the note 
as maker, without the knowledge or consent of B, upon the re- 
quirement of the officer of the bank, but with the express agree- 
ment with such officer that he did so as surety or guarantor to the 
bank for both the other makers, and not as joint surety with B. 
After maturity the bank sued A, B and C upon the note; C was 
“not found,” and judgment was rendered against A and B by de- 
fault, upon their failure to appear. .C paid the bank the amount of 
the judgment under promise by the bank to assign it to him. It 
was held that the signing by C was not such an alteration of the 
note as rendered it void as to B, that C was a co-surety with B, 
and that C was entitled to an execution for his benefit on the 
judgment against A and B; and A having begome insolvent such 
execution was properly levied for the whole amount thereof upon 
the property of B. Browser v. Rendell, 31 Ind. 128. The court re- 
lied upon the fact that A and B failed to make a defence on ac- 
count of the alteration of the note when the judgment was ren- 
dered, and could not raise that question on a suit to enjoin the 
collection of the judgment, although they construed it as an imma- 
terial alteration. And where a note had been signed by the maker 
and one surety, and delivered, and afterwards a second surety signed 
it without the consent of the maker or first surety, it was held 
that the second surety could not plead the alteration of the note. 
“We know of no authority whatever in support of the proposition 
that the appellant’s (the second surety) alteration of the original 
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note by his own execution thereof, would, of itself, avoid such note 
as against the appellant.” Crandall v. First National Bank of Au- 
burn, 61 Ind. 349. The court added, in substance: It may be true 
if the facts pleaded as a defence had been pleaded by the first 
surety, they “ would have constituted a good and sufficient defence 
in his behalf.” In Michigan, where one of two joint makers ob- 
tained of the payee an extension of time, and procured an addi- 
tional surety, it was held not to discharge the other maker, though, 
as between the makers, the latter claimed to be surety only, the 
payee having no notice of such relation. Gano v. Heath, 36 Mich. 
441. Under the Indiana cases it is evident that the co-maker would 
have been held to have been discharged, upon the ground that the 
evidence of the indebtedness was changed. The case just cited is 
in consonance with the other Michigan case. MMdzller v. Finley, 
supra. If a special indorser’s name is incorrectly spelt, and when he 
indorses it over he writes it correctly, this does not amount to ma- 
terial alteration. Leonard v. Wilson, 2 Cromp. & M. 589; 4 Tryw. 
415. Adding the name in full, of a firm, to a bill drawn by them 
in the firm’s name, is not a material alteration, being in effect only 
the adding the Christian name of the drawer, whose surfame had 
been affixed to the bill before acceptance; and so much the law 
supplies. Blatr v. Bank of Tennessee, 11 Humph. 84. 

So, where a firm did business under the style of A, B & C,,and 
also as the Providence Steam Pipe Co., a note was payable to the 
firm by the latter style of name, which was indorsed by a surety, 
and afterwards altered by the maker and payee without the knowl- 
edge of the surety so as to be payable to the same firm under tge 
style of A, B & C,.the alteration was held to be immaterial, and 
not to discharge the surety. Arnold v. Jones, 2 R. I. 345. 

A case somewhat similar to Bowen v. Rendell, supra, was decided 
at an early day in New York. There the holders of a note, in 
order to get it discounted, signed their own names as makers, in 
addition to the rest—the note being joint and several—and after- 
wards paid it, it was held that they thereby lost no rights, and 
were authorized to sue it on themselves, or transfer it to others. 
Muir v. Demaree, 12 Wend. 468. 

If the signing of a note be attested by witnesses, and the Stat- 
ute of Limitations has a longer time to run than on a note unat- 
tested, then the attestation of such a note not before attested, by 
a person who was not present at the signing, is a material altera- 
tion of the contract and destroys its validity. Brackett v. Mount- 
fort. 11 Me. 114; Smith v. Dunham, 8 Pick. 246; Homer v. Wallis, 
11 Mass. 309. But where only one witness was necessary, and a 
second witness afterwards put on his name, it was held not to alter 
the effect of the note, and so did not render it void. Ford v. 
Ford, 17 Pick. 418. If the attestation is added at any time before 
the note was negotiated, it will be presumed to have received the 
consent of the maker. Zddy v. Bond, tg Me. 461. If two witnesses 
are necessary to change the effect of an unattested note, and a 
note after its delivery, and without the consent of the maker, is 
attested by two witnesses, the ratification of the subscription by 
one only of the two witnesses does not cure the attestation. Hen- 
ning Vv. Wurkhetser, 8 Pa. St. 518. The following cases further il- 
lustrate the irregular attestation of notes: Thornton v. Appleton, 29 
Me. 298; Marshall v. Gougler, 10 S. & R. 164; Rollins v. Bartlett, 20 
Me. 319; Rape v. Westcott, 3 Harr. 244; Adams v. Frye, 3 Met. 103; 
Willard v. Clarke, 7 Id. 435; Maller v. Gilleland, 19 Pa. St. 119. 
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This review of the cases shows that they are not, by any means, 
harmonious as to the result of adding an additional name to a note 
without the consent of the parties liable to pay it. Some cases re- 
gard such addition a material alteration, and, therefore, hold that it 
avoids the note upon the same reason that an additional name to 
a deed or instrument under seal, avoids such deed or sealed instru- 
ment. Other cases hold that while it is a material alteration, it is 
not sufficient to release the original sufeties or makers, while other 
cases regard it as an immaterial alteration, and, consequently, no 
release of maker or surety. The last two classes hold that such 
alteration in no way increases the liability of the maker or surety; 
the maker cannot object to the additional name, because he must 
ultimately pay the note under any circumstances; and the surety 
cannot object, because some one is willing to share the risk with 
him. 

Not one of the cases presents a state of facts where, besides the 
maker, there are ‘wo or more sureties upon the note at the time of 
signing by the additional maker or surety. In J/cller v. Finley, 
supra, there is a statement that the adding of an additional surety 
would probably release the prior sureties, as in the case of contribu- 
tion, such addition would have the effect to increase the liability 
of the sureties instead of decreasing it, if one or more sureties 
were to become insolvent. It is evident that, following out the rea- 
soning of this case to its legitimate end, the addition of a maker's 
name could not be urged as a release of the sureties, where there 
were two or more, because no question of contribution could pos- 
Sigly arise. If we regard the additional name as one of the makers 
of"the note where there were two or more prior makers, and that they 
have a right to compel each other to contribute, it is clear, in case 
of the bankruptcy or insolvency of any one of the makers, that the 
liability of the remaining parties is increased by such additional 
name. But the addition of such additional maker, in such a case, 
would not increase the liability of the two or more sureties; it 
would, in fact, be for their benefit, and, under the reasoning of those 
cases which hold that there is no release unless an actual injury is 
sustained, it would not work their release. 

As to the other point raised in the principal case. In Prather 
v. Zulauf, 38 Ind. 155, it is said that the “delivery of a note is the 
final act of execution.” See Ketcham v. New Albany, etc., Ratlroad 
Co.,7 Ind. 391. In the case of Bagley v. McMickle, 9 Cal. 430, it was 
said that “the term ‘has executed unto,’ when applied to instru- 
ments of writing, imparts both making and delivery.” See /unnce 
v. State Mutual Life Assurance Co., 101 Mass. 279; Walbridge v. 
Arnold, 21 Conn. 425; State v. Young, 23 Minn. 551. 

So, in Michigan, where a rule of court did not require proof of 
the execution of the instrument to be made unless denied under 
oath, it was said: “ Execution can only refer to the actual making 
and delivery, but it cannot involve other matters without enlarging 
its meaning beyond reason.” Freeman v. Ellison, 37 Mich. 459. 

Where an answer alleged that the defendant had “executed” the 
note sued on, but had never “delivered” it, it was held that the 
word “executed” was, as used, synonymous with the word “signed,” 
and that the answer, fairly construed, meant that the notes were 
signed but not delivered. Ricketts v. Harvey, 78 Ind. 152. 

With reference to a deed, the word “execution” “means that it 
has been delivered, as well as signed and sealed.” Gaskill v. King 
12 Ired. 221. W. W. THORNTON. 
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BOOK NOTICES. 


BOOK NOTICES. 


A History of the Bank of New York, Compiled from official records and. 
other sources at the request of the Directors. By HENRY W. Domertrt. 
G. P. Putnam’s Sons. 1884. 


Elsewhere we have noticed the above work, and given some account of 
the bank itself. Last year a similar work was published by the Bank 
of North America, Philadelphia, and a few years ago the Suffolk Bank of Bos- 
ton did the same thing. Each of these institutions has had a history which is. 
worth giving to the world. It is not simply a history of money-making, nor 
of aiding business, but it is a moral history also, of faithfulness to employ- 
ers, to depositors, stockholders, and to others. The record here given to 
the world is worth much; it is one of the proofs of the goodness that is. 
in the world. Discord, confusion and wrong-doing are far more noisy than 
goodness, which is perceived only by a few. The Bank of New York for a 
hundred years has been aiding men engaged in business, it has been a very 
profitable enterprise to its owners, and during all that period it has been 
setting forth unobtrusively the virtues of honesty and efficiency, which can- 
not be measured by money-dividends. Mr. Domett has produced a very 
readable volume, which has been enriched with fine engravings of the lead- 
ing officers of the bank, and of the several buildings occupied by it since 
the beginning. The work is beautifully printed, and reflects much credit on 
all concerned in the enterprise. 


A Short Tariff History of the United States from the Earliest to the Pres- 
ent Time. Part fl. 1783 to 1789. With a Preliminary View. By 
Davip H. Mason. Published by the Author. Chicago. 1884. 

In this brief work of 157 pages more light has been thrown on the ori- 
gin of the doctrine of protection than can be found in all the works ever 
written pertaining to the subject. Mr. Mason is well known as a devoted 
friend of the doctrine; he is also a sincere lover of truth and unwearied 
in his researches after it, and we shall wait impatiently for other install- 
ments of his work. On a future occasion will be given a more detailed account 
of the part now before us. To our free trade friends who are fonder of 
dreams and logic than of the sober and golden truth of history this little 
volume is recommended. 


Sixth Report of the Bureau of Statistics of Labor and Industries of New 
Jersey. By JAMES BisHop. Trenton. 1884. 

Within a few years a great advance has been made by the States in col- 
lecting statistics. relating to labor. The volume before us contains a great 
deal of useful information; indeed no other State report of the kind, except 
that of Massachusetts, is so excellent. The head of the Bureau, Mr. Bishop, 
like Col. Wright of Boston, evidently has a genuine love for his work, and is 
performing a good service. 
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United States Notes. A History of the Various Issues of Paper Money by 
the Government of the United States. By JoHN Jay Knox. New 
York: Charles Scribner’s Sons. 1884. 

This is a welcome addition to the meager literature pertaining to the his- 
tory of National finance. In a volume not greatly exceeding two hundred 
pages the author has given a very interesting and accurate account of the 
various issues of paper money by the National Government. The work is 
strictly a history, and not a record of the author’s theories or opinions. 
The subject is very important, and since the United States Supreme Court 
has finally settled the constitutionality of the legal tender legislation, we are 
likely to hear much in the near future concerning the issue of Government 
notes. In the discussions that will arise the history Of what has been done 
is valuable, and Mr. Knox has now rendered the labor of ascertaining our 
National experience easy. In his preface, Mr. Knox says that he has been 
collecting material with the hope of publishing at some future day a volume 
on the history of banking in this country. Such a book would be very 
useful, and we trust that the reception accorded to the present work will 
tempt him to pursue his literary labors. We know of no one who would 
bring to the undertaking greater zeal and industry. 


Statistics of the American and Foreign Iron Trades for 1887. Annual Report 
of the Secretary of the American Iron and Steel Association. JAMES M. 
SWANK, Secretary. Philadelphia: The American Iron and Steel <Asso- 
ciation. 1884. 

The value of these annual reports is widely known among all who are 
interested in the production and sale of iron and steel and other metals. 
It is the most comprehensive and valuable publication pertaining to the 
subject in this country. The review here*presented is a depressing one, 
for the report deals with facts and not fancies. Production in_ several 
branches has not greatly declined, but the shrinkage in prices has been 
large and general. The Secretary remarks in his general review: ‘‘ We are 
glad to be able to add that wages were not greatly reduced, and that such 
reductions as it was found necessary to make met with little resistance ; nor were 
many workmen discharged because there was nothing for them to do. All 
in all, the past year was not a year to be pointed to hereafter as one of 
general disaster to our iron and steel industries, nor of panic, nor of over- 
loaded markets, nor of serious decline in consumption, nor of sudden col- 
lapse in prices; but it was, nevertheless, a year of only moderate prosper- 
ity, even of less prosperity than its predecessor had brought, and as such 
it must pass into history.” 


Refusing its Own Coin: A Protest Against Repudiating United States Coin 
—even Trade Dollars. By JAMES C. HALLACK, Jr., M. D.  Brook- 
lyn: Published by the Author. 1884. 

The title adequately sets forth the nature of this little work. The author 
has studied the question thoroughly, and many interesting facts are given. 
He declares that members of Congress who are to be elected next autumn, 
should be pledged to support two measures: first, ‘‘to prohibit the refusal 
of the United States coin by the Treasury; and, second, to prohibit the 
further coinage of standard silver dollars. 
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The Work of a Social Teacher; being a Memorial of Richard L. Dugdale. 
By EDWARD M. SHEPARD. New York: The Society for Political Edu- 
cation. 1884. 

This brief paper is a warm and just tribute to a very worthy man. It 
is issued as one of the regular tracts of the Society, in the belief that it 
will directly serve the cause of political education by showing how much 
good one man, working against many disadvantages, may do even in a short 
life, and by inspiring others to do their part in the kind of work to which 
he gave his life. 





INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 





I. RESPONSIBILITY FOR COLLATERALS. 

In the event of burglary, is a bank responsible for the loss of collateral 
securities when it takes of them the same care that it does of its own valu- 
ables ? 

REPLyY.—No, provided the care used is such as an ordinarily prudent man 
usually bestows upon his own property of a like nature under like circumstances. 
In other words, it is not enough to relieve it from responsibility, that the bank 
takes the same care that it does of its own valuables, for it may not take 
proper care Of them. It is bound, in the words of the law books, to use ordi- 
nary diligence in the care and custody of the collaterals deft with it; and 
whether it has used such diligence may be a question for the jury in each particu- 
lar case. Of course the fact that it has taken the same care of the collaterals that 
it did of its own valuables, if both are lost by the same burglary, may furnish, 
prima facie, a presumption of ordinary diligence on its part. The inquirer will 
find the subject discussed and the recent cases on the subject collected in Leon- 
ard A. Jones’ work on Collateral Securities § 403 e¢ seg. 

II. Powers OF A NOTARY PUBLIC. 

In a town located on the boundary line between two states there are three 
banks, two in one state and one in the other. Has the notary of the bank 
in one state the right to present and protest for non-payment checks and 
notes payable at a bank located in the other state? 

REPLY.—No. The authority of the notary is confined to the limits of the 
state from which he receives his commission as notary. Any act done by him 
outside of those limits is the act of a private individual. Of course, as a pri- 
vate individual, he. may be authorized to present for payment, at a place outside 
of his jurisdiction, a promissory note, or other instrument not requiring a reg- 
ular protest, and to give notice Of its non-payment; but his protest, as a pro- 
test, would be of no effect, and his notarial certificate of protest would be no 
evidence of the facts stated in it, because it would be a mere statement of 
facts done out of his jurisdiction, as to which he would only acts as a private 
individual. 












































— a 
-- = ~ - vee pan 





THE BANKER’S MAGAZINE, 





64 [ July, 


III. Notes DRAWING INTEREST DUE ANNUALLY. 

In case of non-payment of interest annually as provided, must a note drawn 
as follows be protested in order to hold the indorser liable for the interest. 

$5,000, NEW YORK, July 1, 1883. 

Five years after date I promise to pay to the order of John Dakin, Five 
Thousand Dollars, at the State Bank, Chatham, N. Y., with interest annually, 

Joun Doe. 

Rep_y.—Protest is unnecessary. Where a note is payable in installments, 
whether of principal or interest, an action may be maintained by the holder 
against all parties liable upon the note for each installment as it becomes due. 
Oridge v. Sherborne 11, Meeson & Welsby 374, Cooley v. Rose 3-Mass. 221. 
Between an installment of principal and of interest there are, however, in other 
respects marked differences. An installment of principal bears grace, is subject 
to protest and notice to indorsers, end non-payment of it is a dishonor of the 
whole note, which puts it at once in the category of overdue paper. But, as 
is said by the Supreme Court, of Massachusetts, in the case of National Bank 
of North America v. Kirby, 108 Mass. 501, ‘‘in its effect upon the credit of a 
note, it is manifest that a failure to pay interest is not to be ranked with a 
failure to pay principal. Interest is an incident of the debt and differs from it 
in many respects. It is not subject to protest and notice to indorsers or days 
of grace according to the law merchant. Interest is not recovered on over-due 
interest, and the statute of limitations does ‘not run against it until the princi- 
pal is due. The holder of a note with interest payable annually loses no rights 
against the parties to it, whether makers or indorsers, by neglecting to demand 
it; and he has the election to do so, or wait and collect it all with the princi- 
pal.” 


IV. INDORSEMENT OF CHECKS. 


I have a controversy with certain banks, and was referred to you for a 
decision of the matter. I am General Agent of a life insurance company. My 
business and bank business, z.¢., my bank account, I do, under my proper 
name, A. L. R. Checks or indorsements of checks are given me and received 
by me, made to A. L. R., General Agent of the Company, which I 
indorse with my name only as A. L. R., which our banks refuse to accept, 
claiming that I must sign the stated qualification to my name. I hold such 
to be unnecessary; and the signing of my name, doing my business (7.e. 
keeping my bank account) under my proper name, A. L. R., duly to be 
sufficient and legally so to all intents and purposes. I have consulted legal 
advice here and find myself sustained, while all the banks hold to the con- 
trary. 





RepLy,—The requirement of the paying banks is in accordance with the 
general custom of bankers. It may be technically true in this case, that a 
check payable to ‘‘A. L. R., General Agent &c.,” is not payable to the com- 
pany of which he is agent, but is payable to A. L. R. as an individual, that 
the words ‘‘General Agent” are mere words of general description of no 
particular legal effect, and that his individual indorsement is sufficient to pass 
the title to it. This, however, is not conclusive of the matter. It should be. 
remembered that the banks upon which the checks are drawn are under no 
liability or duty fo the holder to pay them. Their sole duty is to their defosi- 
tors. It may be that the words ‘‘General Agent &c.,” upon the face of the 
check are mere words of description, without legal effect, or the reverse. Of 














1884. ] INQUIRIES OF CORRESPONDENTS. 65 


this the paying bank can have no knowledge when the check is presented, un- 
less it takes time to inquire. It sees, however, that the drawer of the check 
has attached some importance to the capacity in which A. L. R. is to receive 
his money, by writing it on the face of the check, and he may at least desire 
A. L. R.’s acknowledgment, by his indorsement, that he has received it in that 
capacity. It is therefore, in our opinion, a reasonable requirement on the part 
of the paying banks, in the conduct of their business, that such checks shall be 
indorsed in full, and one in which they will doubtless be sustained by their 
depositors, to whom only do they owe any duty in the matter. They are 
bound at their peril to see that all checks paid by them, are paid only to those 
properly entitled to payment, and they are accordingly entitled to demand that 
checks shall be so indorsed as to be complete vouchers, and carry with them 
full proof that the money was paid and received, as the drawer intended. 


V. CHECKS TO ORDER OF BEARER. 


Ought a paying teller to ask for a written indorsement on a check payable 
‘*to the order of bearer,” or a check payable ‘‘to the order of self or bearer,” 
when presented at the counter by the drawer or any one else? 

REepLy.—We regard it as good banking practice in cases of this kind to 
require an indorsement. The indorsement will serve as a receipt to identify 
the party receiving the money; and will generally be given if asked for. We 
do not know that it has ever been decided that the bank has a technical right 
to demand an indorsement, or in other words that it would be justified in 
refusing to pay solely for want of one. At the same time, the form of the 
check is somewhat ambiguous, and’ the teller should err in such cases, if at 
all, upon the side of safety. In this city, even if a check is payable abso- 
lutely to bearer, most tellers, owing to the frequency of forgeries, require an 
indorsement ; and if the amount is large they will require the identification of 
the bearer. It should be remembered that when a check is presented for 
payment a bank has always the right to take time to satisfy itself that payment 
is proper; and it may properly regard itself as waiving this right for the 
convenience of the check holder, in consideration of his indorsing the check or 
procuring himself to be identified. 
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GOLD AND SILVER CERTIFICATES.—The following is the text of a bill in- 
troduced in the Senate of the United States on April 1, 1884, by Mr. Hill, 
which was read twice and ordered to lie on the table: ‘‘ A bill to make the 
certificates of gold and silver deposited in the Treasury of the United States 
a legal tender for public and private debts. Se zt enacted by the Senate and 
House of Representatives of the United States of America in Congress as- 
sembled, That on and after the passage of this Act, certificates of gold and 
suver deposited in the Treasury of the United States shall be a legal tender, 
at their nominal value, for all debts, public and private, except when other- 
wise expressly stipulated in the contract: Provided, that such certificates 
shall contain the promise of the United States to deliver, on demand, the 
sums of gold and silver named thereon; and that this Act shall be operative 
only so long as such promise is in fact kept and performed, and only so 
long as the law regulating the receipt by the Treasury of the United States 
of deposits of gold and silver shall require such gold and silver to be kept 
and used solely for the redemption of the certificates issued therefor. 
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*¢ Practical Banking and the Banker’s Common-Place Book.”’—The new 
work which is now in preparation, as announced at the end of our present 
number, will be welcomed by many who have sought in vain some book af- 
fording information and instruction upon the methods of conducting a bank- 
ing business in the United States. In its preparation, the editor of the 
BANKER’S MAGAZINE has been assisted by some of the ablest bank officers: 
in this city and elsewhere. No work has ever been published which ap- 
proaches it in practical utility. It is both trustworthy and complete. It will 
be issued in August by the HOMANs PUBLISHING COMPANY. 


THE CLEARING-HOUSE ASSOCIATION appointed, on May 7th, a special com- 
mittee to consider the failure of the Marine National Bank, with reference to. 
the claim made by the First National Bank for checks drawn upon it, and. 
sent through the exchanges to that bank, and to report to the Association 
such amendments to the constitution, if any, as they may consider necessary 
to protect the members of the Association from loss in similar cases.” The 
claim in question arose from the fact that the Marine National Bank passed 
through the Clearing-house, on the morning of its failure, three checks drawn 
by Ferdinand Ward on the First National Bank, amounting to $ 215,000. 
Ward had to his credit only $2,213.98. These checks were debited to the 
First National in its settlement, and when returned by them, according to. 
the rule, to the Marine National Bank, the latter had closed its doors, and 
the amount remains as a loss to the First National. 

The Committee has made its report, which announces as its opinion that 
the First National Bank has no claim upon the Clearing-House under the con- 
nstitution or rules of the Association. Section 14 of the constitution provides 
‘*that errors in the exchanges and claims arising from the return of checks, 
or from any other cause, are to be adjusted directly between the banks which 
are parties to them, and not through the Clearing-house, the Association being 
in no way responsible in respect to them.” 

In concluding its report the committee says: 

‘In passing upon the claim of the First National Bank your committee 
conceive that they have nothing to do with the real hardship of the case, 
which they deeply regret. As between the two banks it is so flagrantly un- 
just that they believe it impossible for the courts to permit money thus 
fraudulently abstracted from the First National Bank to be divided among 
creditors of the Marine National Bank.” 

They recommend an amendment to the Constitution, as follows: 

‘In case of the refusal or inability of any bank to promptly refund to. 
the bank presenting such checks, drafts or other items, returned as not good, 
the bank holding them may report to the manager the amount of the same. 
And it shall be the manager’s duty, with the approval of the Clearing- 
house Committee, to take from the settling sheet of both banks the amount 
of such checks, drafts or other items so reported, and to readjust the Clear- 
ing-house statement, and declare the correct balance in conformity with the 
change so made, provided that such report shall be given to the manager be- 
fore one o'clock of the same day.” 

They recommend, also, the following addition : 

‘‘The Clearing-house Committee is also empowered, whenever it shall 
consider it for the interest of the Association, to examine any bank member 
of the Association, and to require from any member securities of such an 
amount and character as said committee may deem sufficient for the protec- 
tion of the balances resulting from the exchanges at the Clearing-house.” 
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CENTENNIAL OF THE BANK OF NEW YoRK.—The Bank of New York cele- 
brated its centennial on June oth. The building was decorated with flags, 
and two shields told the date of the institution’s birth and its age. All the 
banks in the city sent congratulations, and dozens of well-known financiers 
called to pay their respects, who were received by President Charles M. Fry, 
who has held his present office since 1876, and Cashier E. S. Mason, in the 
President’s room. The bank is one of the oldest in the country. Its experi- 
ence covers a period of great changes in the financial policy and condition of 
the United States and of severe trials in the business world. Its organization 
was incited by the success of the Bank of North America, started in Phila- 
delphia in 1781, at a time when the need was felt of a National bank which 
should not only aid the Government on a large scale, but should extend its 
facilities to individuals. Its first President was Gen. Alexander McDougal, 
Wm. Seton the first Cashier, while the first Board of Directors included the 
names of Alexander Hamilton, Joshua Waddington, John Vanderbilt, Isaac 
Roosevelt, Daniel McCormick, Nicholas Low, Comfort Sands, Samuel Franklin 
and Robert Bowne. The original location of the bank was in the Walton 
House, No. 67 St. George’s Square. 

The first dividend made by the bank of, which there is any record was 
one of three per cent., declared on April 25, 1786. It obtained its charter 
after much opposition in 1791. Its capital on May I, 1791, was $318,250, 
but was increased to $900,000 before August. During the war of 1812 the 
Governntent was ably assisted by the bank, and in 1840 valuable aid was 
also extended the State. In 1853 it reorganized under the Free Banking Act, 
and increased its capital to $2,000,000. The present building was completed 
in 1858, and in 1859 the capital was further increased by $1,000,000, Jur- 
ing the civil war financial aid was, given the Government when sorely in 
need. It was reorganized under the National system of 1865, and in 1878 
reduced its working capital to $2,000,000. Since its organization it has had 
thirteen presidents and six cashiers. Two of the cashiers resigned, and four 
have been elected to the office of president and vice-president. 


CALL oF Bonps.—The Secretary of the Treasury on June 26 issued 
the one hundred and twenty-ninth call for the redemption bonds. The call 
is for $10,000,000 three-per-cent. bonds issued under the Act of July 12, 
1882. The principal and accrued interest will be paid on August 1, and the 
interest will cease on that day. Following are descriptions of the bonds, all 
numbers being original and inclusive: 

$s0o—No. 315 to No. 344; $100—No. 2,363 to No. 2,795, and No. 9,484 
to No. 9,513; $500—No. 1,151 to No. 1,338, and No. 3,994 to No. 4,008 ; 
$1,000—No. 11,089 to No. 12,374, and No. 22,813 to No. 22,857; $10,000 
—No. 20,302 to No. 21,170. Total, $10,000,000. 

Missourt.—The State Savings Bank of St. Joseph, Missouri, which sus- 
pended temporarily in consequence of the stoppage of their New York cor- 
respondent, resumed business on June 21st. The board of directors has been 
enlarged, the new members being well-known business men and capitalists of 
St. Joseph. The directory now consists of Messrs. C. B. France, R. L. 
Mc Donald, E. Lindsay, D. M. Steele, John Townsend, I. S. Ballinger, John 
C. Evans and Silas McDonald. The officers have earned the hearty good- 
will not only of the stockholders, but of the public, by their untiring efforts 
and zeal in so managing the affairs of the bank that it has been enabied to 
resume its old and well-deserved standing, and is now stronger than ever. 


NEw HAMPSHIRE.—The returns from the Savings banks in New Hamp- 
shire for the year ending March 31 show that the deposits in these insti- 
tutions, exclusive of $2,000,000 invested in real estate, aggregate $ 41,000,- 
000, being some $3,000,000 im excess of those of the preceding twelve 
months. The tax assessed on Savings banks this year will reach $ 415,000, 
the largest ever levied. 

BANK EXAMINER.—The Secretary of the Treasury has appointed John B. 
Ramsey to be Bank Examiner for the district of Maryland and Delaware, 
vice Washington Adams, resigned. 
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NEW JERSEY.—Chancellor Runyon has granted an order preparatory to the 
restoration of the heretofore defunct Dime Savings Institution to the hands 
of its managers. At the time of its suspension the Chancellor permitted the 
directors to manage it under his supervision. George IF. Tuttle, whom he 
recently appointed to ascertain its condition, reports that the bank is solvent. 
It owes depositors $584,745.39, and has assets amounting to over $597,000. 
The Chancellor has, therefore, entered a rule requiring all persons interested 
to show cause before him why it should not be released from the super- 
vision of the court. 

Receiver Wilkinson, of the Newark Savings Institution is prepared to pay 
depositors the dividend of sixty per cent. ordered by the Chancellor. ‘The 
payments aggregate $3,700,000, and there are 14,000 depositors. 


DEFALCATIONS AND ARRESTS.—Isaac A. Stanley, paying teller of the Na- 
tional Bank of Commerce of Cleveland, O., was arrested on June 14 for 
embezzling $100,000 from the bank. He confessed that he had been spec- 
ulating with the reserve fund, and assigned his property and some specula- 
tive deals. The bank will realize part of the loss and will not be affected 
by the defalcation. 

Edward L. Moon, a broker wih whom Stanley had most of his dealings, 
was arrested on June 17 by an United States officer, under the same Federal 
statute under which Stanley is arrested, which prescribes from five to ten 
years’ imprisonment for embezzling funds from a National bank or abetting 
the same. The arrest was made at the instance of the bank officials 

Tilden G. Abbott, the defaulting cashier of the National Union Bank of 
Watertown, who was arrested in Missouri and returned to Massachusetts, was 
on June 10 sentenced to eight years in State Prison. 

William G. Morgan, the defaulting agent at Hartford of the New York 
banking firm of Putnam and Earle, was sentenced on June II to three years 
in State prison. 

James D. Fish, late President of the Marine National Bank, was indicted 
by the United States Grand Jury, on June 13, for violation of section 5,209 
of the Revised Statutes, which makes various specified acts by bank officers 
misdemeanors, punishable by imprisonment not less than five years. He will 
be arraigned at the next term of the United States Circuit Court. 

The receiver of the Mississippi Valley Bank, which failed some months 
ago, has filed in the United States Court at Jackson a statement of the 
assets and liabilities of the institution. Total liabilities, $1,147,908; assets, 
$ 400,430. The Government, it is stated, has a prior claim of $10,000 or 
$15,000 for internal revenue taxes. Attorney’s fees and other expenses are 
fast eating up the available assets, thus making the outlook for the creditors 
gloomy in the extreme. 

The creditors of Strong’s bank, Green Bay, Wis., have brought suit against 
the officers, directors and shareholders to secure the payment of moneys due 
them. The complaint charges that the officers of the bank knew of its in- 
solvency and notwithstanding paid dividends to the stockholders that were 
not earned; that President Strong fraudulently converted more than $100,000 
of the bank’s funds to his own use, and replaced the same with old and 
worthless bonds and securities; that President Strong and Cashier Neese, 
knowing such bonds and securities to be worthless, reported the same in their 
semi-annual reports and statements as of their full face value; that the di- 
rectors so carelessly and negligently conducted the affairs of the bank that its 
entire capital, surplus, property and effects, and more than $100,000 of its 
funds with which to pay its creditors were stolen and lost, whereby it be- 
came insolvent and vnable to pay its creditors more than twenty cents on th 
dollar. 

CONDITION OF THE PENN BANK.—Assignee Warner, of the Penn Bank, 
made on June 4a report of the condition of the bank books. His report 
shows the amount due to individual depositors to be $1,466,205.05, and 
the amount of overdrafts to be’ $1,250,953.90.. The majority of the di- 
rectors withdrew their accounts on May 26, the day the bank was closed for 
the second time. 
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WASHINGTON.—The statement of the assignee of Middleton & Co., the 
suspended bankers of Washington, reports the total liabilities of the firm to 
be $465,000; face value of assets, $374,311, of which $70,304 represents 
the value of such as are considered good, and $6,312 the value of such as 
there is a possibility of realizing upon. Among the total losses are individual 
overdrafts amounting to $168,957. The cash found in the banks assets 
amounted to $305. 

CANADA.—The annual meeting of the stockholders of the Merchants’ Bank 
of Canada was held on June 18th. The report of directors showed the net 
profits to have been $749,597. Of this sum $400,510 was appropriated for 
dividends (seven per cent.), $202,732 written off for bad debts, $45,000 
added to the contingent fund, and $100,000 added to the rest. The rest 
is now $1,250,000, The report states that the bad harvest in Manitoba and 
in Western Ontario, with the depressed condition of various industries of the 
country, have led to a diminution of business and profits, as compared with 
last year, and the board have found it necessary to make much larger ap- 
propriations for losses and doubtful debts than have been required for some 
time back. The business of the bank, however, has been well maintained, 
as a whole, and the board have had it in their power to keep the bank in 
a strong position, and to afford every needful facility to customers carrying 
on a sound and healthy business. 


Sherbrooke.—The annual meeting of the Eastern Township’s Bank was 
held at Sherbrooke on June 4th. The reports showed that after two divi- 
dends of three and a-half per cent. each, the sum of $25,000 had been 
added to the reserve fund, bringing it up to $375,000. The business of the 
Exchange Bank at Bedford has been purchased since the failure of that 
bank. The position of the bank was regarded as a’‘very satisfactory one, 
and its management spoken of in the highest terms. 


COTTON MANUFACTURE.—Four-fifths of the raw cotton of the world is 
produced in the United States, but we manufacture not more than one-half 
as much as Great Britain. We could save hundreds of millions of dollars 
by manufacturing our own raw cotton. But Mr. Edward Atkinson contents 
himself for the present with an exhibition to our planters of a method of 
saving tens of millions. He says that improvements in ginning could easily 
be. made whereby $30,000,000 could be saved on the cotton crop annually. 
The poor gins now in use waste much cotton and damage more. Mr. At- 
kinson’s paper, read before the New England Cotton Manufacturer’s Associa- 
tion recently, says that waste and bad workmanship probably costs the 
planters $60,000,000 on a year’s cotton crop. 

IRON MANUFACTURE AT THE SOUTH.—A correspondent of the Balttmore 
Manufacturers’ Record quotes a leading furnace man of Alabama as stating 
that his works are steadily producing pig iron at $8 per ton. The cheap 
labor and cheap materials of the South enable it to produce iron at these 
low figures. In this gentleman’s opinion, ‘‘the reduction in the tariff has 
nothing to do with the falling off in the iron trade, but that the industry 
is now where protection will neither hinder nor help. When iron is_pro- 
duced in Alabama at $8, in Virginia at $12, and in Tennessee at $11 per 
ton, while in Pittsburgh every ton costs $19, it is easy to understand why 
it is that the Southern furnaces are still at work at a time when two-thirds 
of those in less favored localities are out of blast.” 


OBITUARY. 


Cot. JoHN A. STEVENSON, formerly President of the Louisiana State Bank, 
died at his.plantation in Iberville Parish, La., on June 27. Col. Stevenson 
was born in Kentucky in 1818, but went to Louisiana in 1830. In early 
life he was a successful steam-boat man and commission merchant. He was 
an ardent Whig, and at first opposed secession, but when the State was 
counted out of the Union in 1861, he entered the Confederate navy, and 
built and commanded the first iron-clad in the Lower Mississippi. At the 
close of the war he returned to commercial life, and in cotton and sugar 
acquired great wealth. He was prominent in many enterprises. 
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PROTECTION AGAINST BURGLARY.—The Merchants’ National Bank of Cleve- 
land, Ohio, has recently added to its safeguards for the protection of its 
valuables a magnificent vault safe and vault doors, which are highly com- 
mended by all who have examined them. The vault safe weighs 21,800 
pounds, is burglar. proof, and has a new arrangement of bolt-work of the 
time lock, affording absolute protection against explosive substances. Guard- 
ing the safe are two massive vault doors, weighing nearly 12,000 pounds. 
They are elegantly finished, and are considered to be the most complete and 
safest safe and and vault doors in the country. The cost of this splendid 
specimen of workmanship, which was done by the Detroit Safe Co., was in 
the neighborhood of seven thousand dollars, and the Merchants’ National 
Bank now bids defiance to burglars, as all banks should be able to do. 


THE PoIsoN OF GAMBLING.—It is fortunate that Wail Street and the 
Stock Exchange are not the whole country. If they were it would be for the 
moment in a deeper slough of despond than any ‘that John Bunyan’s Poor 
Pilgrim ever got into, in his progress to the better land. Said a veteran in 
commercial life, this morning, The trouble with New York just now is, 
we have too many young men who, scorning the slow but safe ways of 
their fathers, are trying to work their way in the world, in accordance with 
the modern improvements, that is to say, they are buying and selling things 
which other people have got, while they are not owning nor producing any- 
thing themselves.”, This may be a homely way of putting it, but it is true 
to the letter. Hanging about all the exchanges to-day, you may see hun- 
dreds, nay thousands of young men, from 20 to 25 years of age, connected 
with small brokers, doing business on an attenuated capital, offering to buy 
or sell stocks, cotton, wheat, coffee, oil, or what not, on a few dollars mar- 
gin. They never see a share of stock, nor a bale of cotton, nor a bushel of 
grain, nor a pound of coffee, nor a gallon of oil, but simply take the 
chances as against the other speculators who are their patrons, upon the 
changing quotations of the markets. This is gambling—pure and simple— 
and the end of it all is, the outcome of all habitual gambling, poverty and 
despondency, if not despair. This numerous class of speculators are, many 
of them, of bright parts, with brains and ability to make a respectable living 
in almost any of the ordinary walks of life, provided they could come down 
(or up, rather) to some regular productive industry, and get rid of the 
foolish notion that they can somehow make a fortune out of nothing. When 
they get rid of the vain ambition to have a seat at the Stock Exchange, 
or to be looked upon as a showy operator in grain or lard, or petroleum, 
they will have taken the first step towards quitting the road to ruin and 
turning the corner to the quieter but safer, and in the end more prosperous 
path of unobtrusive honest labor.—New York Correspondence Philadelphia 
Ledger. 

RUBBER.—There is about $ 76,000,000 capital invested in the manufactur- 
ing of Rubber goods in the United States, and about 15,000 persons are 
employed in 120 establishments, annually producing goods valued at & 250,- 
000,000, as shown by the late census. The amount of raw -rubber con- 
sumed is about 30,000 tons per annum, which, with other ingredients used 
in the manufacturing, equals 300,000 tons. Raw rubber has lately been ad- 
vanced in price to $1.25 per pound, while six years ago it could have been 
purchased at 48 cents. This industry has no rival in foreign countries. 


The Banker’s Almanac and Register, July edition, is now in press and 
will be ready in a few days for delivery. There are many changes during 
the past six months among banks and bankers, and a larger number of 
new banks than ever. The new volume contains all these changes as usual. 
The list of foreign banks and bankers is now very complete. Forwarded 
from this office on receipt of price, Three Dollars. 

Situation Wanted.—As Cashier or Teller in a Bank or Trust Company. 
Fourteen years’ experience as Cashier. Unquestionable references.—CLAUDE 
A. MITCHELL, Bradford, Pa. 
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BANKS, BANKERS, AND SAVINGS BANKS. 


(Monthly List, continued from June No., 


Place and Capital. Bank or Banker. 

Cloverdale Cloverdale Bkg. & Com’ cial Co. 

$ 50,000 Isaac E. Shaw, Pr.. Geo. W. Frost, Ca@s.......cceees 

eo aos: ee Hanover National Bank. 
Isaac J. Gray, Pr. M. C. Whitney, Cas. 

". Dashente Dakota Bank.. American Exch, Nat’l Bank. 
E. A. Harmon, Pr. C. T. Harmon, Cas. 

Howard Bank ( Kendall De:  secneaddcnne 

iheewsenebves Imp. & Traders’ National Bank. 

Farmers & Merchants’ B’k. Chemical National Bank. 
Wm. E. Hughes, /y Jas. A. Harper, Cas. 

Citizens’ Bank 


page 971.) 
Cashier and N. Y. Correspondent. 
Chase Nat’! Bank. 


W. Jj. Creglon, Cas. 7 
Kountze Bros. 
W. B. Spencer, Cas. 
Metropolitan National Bank. 


ecscseececeeo oq Weseewssy casvuseeeeeeee eee 0 0 


$ 25,000 


H. Hornor, 77. 

Bank of Chapman....... 
Exchange National Bank. 
000 A. L. Redden, /. 
First National Bank 


20,000 


a 


J. H. Smith, Pr. 
“a & Merch. Bank.. 
James Brewster, Pr. P, C. Kirkland, Cas. 
Bamk Of TORGERcccccccss j§§§§ —_ _ 600 cecceces 
J. R. Mulvane, Pr. Byron Roberts, Cas. 
Merchants’ B’k (Thorne & Thomas). Kountze Bros. 
0 J. M. Arnold, Cas. 


Queene Anne’s Nat'l B’k.. = = = ——§ ..cccccccees 
Thos. J. Keating, /r, Jas. Wooters, Cas. 
City National Bank 

Chas. S. Dayton, Pr. 
Kalamazoo Nat’! Bank... 
Edwin J. Phelps, Pr. 


eeeeveveeeeenee 


P, Himrod, Cas. 
National Park Bank. 


eereeenee 
eeereeee 


$ 125,000 
ee re a ae Se eerie 


Wm. Powell, Cas. 
. Slaughter, Cas. 


E. F. 
Clarence Bank...... Nat’l Park B’k. 
Bank of Neosho.......... Bank of America. 

F. J. Carpeny, Pr, H. F. Jones, Cas. 
Bank.of Burchard........ . Chemical National Bank. 

. N. Eckman, /r. B. H. Fuller, Cas. 

RU i i ek 
R. T. McGrew, Cas. 
W. C. Tillson, Cas. 
American Exch. Nat’l Bank. 


$ 400,000 Gould, Pr. 


Clarence 
Neosho 


Kearney National Bank.. 
L. R. More, Pr. 


Hendricks & Eakin 
I. S. Cooper 
Bosque County Bank 
Jas. M. Robertson, P7. 
Panhandle Nat’l Bank.. 
$ 50,000 John G. James, Pr. 
- Mount Jackson. Mt. Jackson Nat’! B’k.... 
$ 50,000 Jos. I. Triplett, Pr. J. Fred. S. Good, Cas. 
Mineral Point First National Bank...... Kountze Bros. 
$ 50,000 Geo. W. Cobb, Pr. Wm. A. Jones, Cas. 


eereenoee i =  (@¢ 2 © 2 @e © 8 © 8 ee @ 


Eugene City... 
United States National Bank. 
J. W. Rudasill, Cas 
Hanover National Bank. 
A. S. James, Cas. 


Meridian ...... Bosque County Bank.,.... 
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CHANGES 


N. Y. City.—New York Nat’] Exch. B’k. 
First National Bank, Anniston. 
. First Nat’] Bank, Birmingham. 
( Geo. A. Low, 


pe 


i] 


Giwices 


iicacs 


. Metropolitan Nat’l Bank, 
. First § 
} 


. First Nat’l Bank, Metropolis. . 
. First National Bank, Aurora... 

. LaFayette Nat’] B’k, LaFayette. 
First National Bank, Algona... 
. First National Bank, 


.. First National Bank, Perry... 
. First National Bank, 


.. First Nat’l B'k, Hutchinson.. 
. Metropolitan Nat’! Bank { 
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OF PRES 


IDENT 


AND CASHIER. 


(Monthly List, continued from June No., page 974-) 


Bank and Place. 


First National Bank, 
San Francisco. } 
National Bank, ‘ 
Boulder. ) 


First 


. Tr. & Safe Dep. Co., Hartford. 
.. Mercantile National Bank 
. Middlesex Co. N.B., 


Southport Nat’l B’k, 


Ketchum, 


Aurora Nat’! Bank, Aurora.... 
. Second National Bank, 


Belv idere. 
Chicago. 


National Bank, 
Lacon, 


DeWitt. { 


.. First National Bank, Elkader. 
.. First N. B., Missouri Valley.... 
. First National Bank, 


Montezuma. 


Concordia. 


. Powers’ Bank, Ellsworth.. 


. First National Bank, Bureka. ( 
. Citizens’ Nat’l B’k, Fort Scott.. 
. Hutchinson National Bank, 


Hutchinson. i 


Leavenworth. | 


. First Nat’l Bank, Peabody 


, R’kv ille. 
. National Exchange Bank, 


Montgomery Co. N.B. 


Baltimore. i 


. First National Bank, Auburn.. 
. Cobbosse Nat’] B’k, Gardiner.. 


Middleto’n. 
Southport. 


.» Merchants’ Nat’! B’k, Bismarck. 
. First National Bank, Madison.. 
. Citizens’ Nat’! Bank, Madison.. 


. Newport Nat’l Bank, Newport. 
... Nat’l Metrop. B’k, Washington, 
.. First National Bank, 


Elected, 
Frederick Halstead, 4, C. 
Samuel Noble, V. Pr.... 
E. W. Linn, Asst. C.... 
LE nk 
G. W. Kline, Ass’¢t C.... 
A. J. Macky, V. Pr 
W. H. Thompson, Cas, 
W. J. Wood 
W. C. Powell, 4ss’/. Cas, 

Edwin F. Sheldon, Cas.. J. E. Birdwell. 

E. C. Sherwood, Pr..... Francis D. Perry.* 
John Mullanney, V. Pr.. 

L. H. Keene, V. Pr 

M. W. Daly, V. Pr 

Daniel Green, 4ss’¢ C... 

Wm. Thompson, Vl’. Pr.. 


E. C. Coffin, V. Pr 
H. C. Lewis, Ass’¢ Cas... 


O. D. Powell, V. Pr 

M. Ramsey, V. Pr 

H. B. Sykes, Asst Cas.. 
S. A. Kean, V. Pr 

W. D. Preston, Ass’tC.. 
J. S. Thompson, ?r 

C. N. Thompson, 4.C.. 


In place of 


W. H. Thompson. 
. W. H, Allison. 


E. B. Watkinson.* 


. H. Quante, V. Pr 


H. W. Smith, Pr 
C. E. Wells, Cas 


Dexter H. Hutchins, V.P, 
A. J. Clark, V.Pr 

E. H. Price, Ass’t Cas.... 
R. Price, V. Pr 

Mathew Blenkiron, V. Pr. 
Thos. Harris, V. Pr 
John Hall, Jr., Ass’¢ Cas. 


. J.J. Town, V. Pr 


H,. M. Spalding. 
G. W. Marshall, 
J. W. Powers. 


Geo. W. Marshall, Pr... 
Jas. I. Wyer, V. Pr .... 
I W. ~~ 2 Pr 


84 “H, sn 'Y, Paes 


; Geo. C. Updegraff, Lt « 


W. E, Burns, Ass’t¢ Cas.. 


. L. A. Bigger, V. Pr 


P. G. Lowe, V. Pr 

N. C. Stone, Cas 

Henry Stephens, V. Pr.. 

John F. Byers, Cas 

Bs Be SUOGE, Vil Mece cece 

J. Scott, Cas 

Jeremiah Dingley, Jr., 7. James Dingley, jr. 


Stephen J. Young, Pr. 7a Stone. 
. Sanborn.* 


.. American Nat’l B’k, Hallowell. J. Graves, Pr 
. National Revere B’k, Boston... Chas. W. Stone, Ass’t C: 
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Bank and Place. Elected, in place of 
f A. J. Bowtie, Priccc cscs A. B. Watson. 
MICH... Fourth National Bank, I. M. Weston, V. Pr..... A. J. Bowne. 
Grand Rapids. } H. P. Baker, Cas........ I. M. Weston. 
| H. W. Nash, Asst Cas.. H. P. Baker. 
u . First Nationa] Bank, , Smith Palmer, Cas...... Wm. Powell. 
Saginaw. ) T. W. Stalker, Asst C.. Smith Palmer. 
u . First National Bank, , D. L. Quirk, at a I, N. Conklin. 
Ypsilanti.) L. A. Barnes, V. Pr..... D. L. Quirk. 
MINN... Fergus Falls Nat’l Bank, Henry G. Page, Pr...... E, D. Dyar. 
Fergus Falls, 1 a3 eae E. A. Jewett. 
” . Nat’l] Bank of Commerce, _ = 4 Gould, yy Sete ge 
Minneapolis. Frank Slocum, Asst Cas. sca neeees 
u . First National Bank, ee ee Fi PO iccase 8 cvcoodes 
Sauk Cum) W W. P. Lambert, GGG.  snacrens 
MIss.... First National Bank, , W. W. George, V. Pr.. weasbnas 
Meridian. ) O. J. Waite, 4ss’t Cas... 5 saneccee 
« _.. Meridian Nat’! B’k, Meridian... T. W. Brown, V. Pr.... — cacueees 
Mont... First Nat’! Bank, Butte City.... Andrew J.Davis,Jr.,.4.C. sss eee, 
a) . First Nat’l B’k, Miles PS cave Be. F. Bateneiee, 46F6 CO. —s_- cccccccs 
rr Ray Co. Sav. B’k, Richmond... T. D. Woodson, Cas.... H. C. Garner 
NEB.... Farm. & Mercnants’ N. B., { E. Schurman, V. fr.... 2 weeeee 
Fremont. | Wm. E. Smails, Ass't C. csedocne 
» ., First Nat’] Bank, Fullerton.... Geo. Xe Hoit, as B. D. Slaughter. 
” . Commercial Nat’! Bank, | W. fia amet 
Omaha. } Alired Millard, Asst Cas, irenes 
” . Red Cloud Nat’! Bank, Silas Garber, V. Pr..ee. cece cues 
Red Cloud. John R. Shirey, Ass’ “+ oonenee: 
D . Schuyler Nat’l B’k, Schuyler.... F. Folda, V. Pr......... snes wees 
N. Y.... Farmers’ National Bank, { J. H. Schuyler, V. Pr.... ssbaeuce 
Amsterdam. } M. Van Buren, Ass’¢ Cas. __........... 
u . Susquehanna Valley B’k, j Jas. W. Manier, /r...... Egbert A. Clark. 
Binghamton. } Arthur Griffin, Cas...... Jas. W. Manier. 
w _., Brooklyn Trust Co., Brooklyn, Ripley Ropes, /r........ E. W. Corlies. 
« ,. Farmers’ Nat’l B’k, Granville . S. B. Pe Tae eics * evdeacen 
w ., First National Bank, Herkimer. Palmer M. Wood, a -amieane 
" . Homer National Bank, , V. T. Stone, V. niacin ‘deinen 
Homer. ; A. H. Bennett, Cas...... J. H. Tripp. 
u . Keeseville National Bank, 1 E. K. Baber, Pr.. . E, Kingsland. 
Keeseville. } H. M. Mould, Ass't Cas.. E. K. Baber. 
w . First National Bank, Geo. P. Squires, Fates -° seaweeer 
Marathon, } D. B. Tripp, Ass’¢ Cas... si. ae eee 
“ . First National Bank, § Geo. Rogers, V. Pr..... sneer wees 
Mechanicsville. i Ge CEEssesesece 66600000 
w .. National Bank of Westfield.... C. P. Skinner, V. Pr.... we ee eee 
OHIo... People’s National Bank, 4 W.N. Paultom, 7. 7.... 8 8 cccccces 
Newark, ee Maylam, 4ss°¢ ih. teens 
w ,, Third Nat’] Bank,Sandusky.... F. P. Zollinger, Cas..... Henry Graefe. 
PENN... First National Bank, Chester. FP. R. Palmer, Ces... 0 Wm. Taylor. 
» .,, National Bank of Malvern..... Gn Fo PM eceeccoss . see mene 
u . First National Bank, Marietta. John Zigler, Pr.......... John Musser. 
Doylestown N.B., Doylestown. Henry Lear, Pr...... ue ; . Lear. 
« ., First Nat’] B’k, Shenandoah... P. J. Ferguson, eer ee 
v  ,. Stroudsburg B’k, Stroudsburg.. T..M. MclIlhany, Pr, howe . Wm. Wallace. 
o  .,, First Nat’l Bank, Williamsport. J. A. Berber, Pr......... A. Updegraff. 
R. I.... Rhode a a | + Herbert J. Wells, Pr.... Alex. Farnum.* 
5. Rate, B.. 560000 J. Hamilton 
TENN... Second Nat’! Bank, — S. RR, Witenes, FF... cc cwedce 
| W.H. Brown, Ass’t Cas. 5s ew eeeees 
( J. G. Maleell, Ph. ..ccsce J. L. Ullmann, 
Tex.... First Nat’l Bank, Decatur.. _ be Mayes, Cas. ...+4+4 John W. Walden. 





CHANGES OF PRESIDENT AND CASHIER. 








. Israel, C. W. & Co., Henrietta. 


* Deceased. 


J. Lang, ? 
r N. Israel, Pe Pere 


J. G. Halsell. 
C. W. Israel. 
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Bank and Place. Elected. 

Tex.... National Bank of Jefferson..... W. De Atieims, Ces... cccs A. B. Smith. 
w .. Merch. & Planters’ Nat’] B’k, { R. A.Chapman, V. Pr... 
Sherman. j C. B. Dorchester, 4. C.. —s ce eee 
) Lyndonville N.B., Lyndonville. L. B. Harris, V. Pr...... we ee eee 
« .. Gray N. B., Middletown Sp’gs.. A. Y. Gray, Vi Pr...ceee ne ee ees 
Wis.... Ashland Nat’l B’k, Ashland.... Edwin Ellis, V. Pr...... wa ee eee 
” .. Citizens’ Nationa] Bank, (J. G. W inslow, 2 gee John Hackett. 

Beloit. 1 J. B. Peet, V. I as D. S. Foster. 
# .. First Nat’l B’k, Darlington..... A. O. Chamberlain, Vobo == a evnvees 

u . Ripon National Bank, —_ cd Ge Pe ercesce  — snendess 

Cameos Hochelaga Bank, Montreal.... H. Parent, Cas.......... J. E. Brais. 
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CHANGES, DISSOLUTIONS, ETC. 
( Monthly List, continued from June No., page 976.) 
























ae Poor, White & Co. ; now Poor, White & Greenough. 
u D ‘vcedwaenweanas Wickham & Halsted ; now Halsted & McLane. 
RE. «0 GBs scvccecs Fisk, Walbridge &Co.; eut of business. 
e « - péneedeees D. Henderson ; closed business. 






CAL.... San Francisco... Donohoe, Kelly & Co.; John Parrott admitted into partnership, 
COL.... Central City... Hannington & Mellor; succeeded by J. Mellor & Co. 
« .. Crested Butte.. Bank of Crested Butte (H. A. W. Tabor & Co.); now Gill, 
Thompson & Co. 
CONN... Waterbury..... A. F. Abbott ; assigned June 23. 
DaAK.... Forestburgh.... Forestburgh Bank (F. W. Thaxter); discontinued business. 
D.C.... Washington... J. H. Squier & Co.; assigned. 













































ee Hargrove’s Bank (R. T. & C. B. Hargrove); failed June 25. 
IDAHO.. Hailey......... T. R. Jones ; succeeded by McCornick & Co. 
Iowa... Algona........ Bank of Algona; now First National Bank. 

Y «6 Eéeciacaes Brooks, Moore & Co.; succeeded by Brooks & Moore. 
eh ee Exchange Bank (Cone Bros. & Trout ); succeeded by J. H. 


Trout & Co. 
w .,, Baxter Springs. Baxter Bank ; recently reported failed, has resumed. 


> oh Sc cccwccs Chapman & Adams ; now Bank of Girard. 

MT Chas. R. Munger & Co.; now Chas. R. Munger Sav, B’k Co. 
Mass... New Bedford... S. P. Burt & Co.; senate’ by Sanford & Kelley. 

MICH... Greenville...... Leroy Moore & Co.; suspended June 6. 
Miss,... Grenada....... N. C. Snider; now N. C. Snider & Son. 

w .,. Okolona.. .... Chickasaw Savings Bank ; changed to Bank of Okolona. 
a ee Holtzclaw & Gaskill; out of business. 

w .. Kansas City.... Foster, Crouse & Co.; discontinued business in the city. 
NEB.... Loup City...... Northwestern Bkg. Co.; succeeded by Sherman Co. Bkg. Co. 
a a ee Donaldson & Pfohl dissolved ; now Donaldson & Co. 
PENN,.. Montrose....... W. A. Cooper; assigned June 18 to W. H, Jessup. 

w .. New Castle.... People’s Savings Bank; recently closed, has become solvent. 
W. Va.. Charleston,.... State Bank of West Virginia ; failed June 12, 

Wis.... Milwaukee..... Manufacturers’ Bank ; suspended June 17. 
w ., Wonewoc...... H. H. Heath & Co.; succeeded by Bank of Wonewoc. 


CORRECTION.—We regret to find that a clerical error in our June number 
placed the name of Messrs. F. W. Gilley, Jr. & Co., under the head of sus- 
pended firms. Our statement should have read that the interest of Mr. 
Nelson Tappan in this firm ceased on May 8th, s- The remaining part- 
ners continue the business as usual. 

Mr. J. G. Kelso, of Magnolia, Arkansas, who was reported as having failed 
in May, announces the statement to be wholly unfounded. He is conduct- 
ing his banking and exchange business as usual, and has ample cash means 
beyond every contingency. 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
(Continued from June No., page 972.) 


No. Name and Place. President, Cashier. Capita’, 
3199 Hutchinson National Bank...... George W. Hardy, 
Hutchinson, Kan. J. F. Greenlee, $50,000 
3200 Panhandle National Bank....... John G. James, 
Wichita Falls, TEx. A. S. James, 50,000 
3201 Kearney National Bank......... L. R. More, 
Kearney, NEB. W.C. Tillson, 100,000 
3202 Union National Bank.. .. M. A. Hanna, 
Clev eland, “Onto. ten eeddewen 1,000,000 
3203 First National Bank,........... Geo. W. Cobb, 
Mineral Point, WIs. Wm. A. Jones, 50,000 
3204 Leominster National Bank...... Hamilton Mayo, 
Leominster, MAss. A. L. Burditt, | 150,000 
3205 Queen Anne’s National Bank.... Thos. J. Keating, 
Centreville, Mp. Jas. Wooters, 75,000 
3206 National Bank of Commerce.... .........0.. 
Minneapolis, MINN. Wm. Powell, 400,000 
3207 First National Bank............ J. H. Smith, 
Sterling, KAN. P. Himrod, 50,000 
SOU . Pee FEROS Ts kv ccvccnccce coceveceoces 
Holdrege, NEB. R. T. McGrew. 50,000 
3209 Mount Jackson National Bank... Jos. I. Triplett, 
Mount Jackson, VA. J. Fred. S. Good, 50,000 
3210 City National Bank............ Chas. S. Dayton, 
Kalamazoo MICH. Chas. A. Peck, 125,c0o 
3211 Kalamazoo National Bank.. ... Edwin J. Phelps, 
Kalamazoo, MICH, Geo. T. Bruen, 100,000 





NATIONAL-BANK AND LEGAL-TENDER CIRCULATION. 


Statement of the Comptroller of the Currency on July I, 1884, showing 
the amounts outstanding at the dates named, and the increase or decrease of 
National-bank notes sad of leyal-tender notes: 


NATIONAL-BANK NOTES. 


Ampoumt cubitanding Jume 20, 1874... .ccccccecccecccscccccsesccoccoccacesces $ 349, 894,152 
- - JAMUATY 14, 1875. coe coccce. voccccceccccccccccccoece 351,861,450 
" o BE Bg GG ic cncnnecenenscnnncesenseenerceneecenses 322,555,965 
“ 6 er ae 8 
Romane Gales Che: Tek. BU ccc sccerenccscsececesesecconeseccconses 1,482,907 
Decrease since July 1, 1883....ccccccccccrsccsesscccce sesccecoceeseoess . 17,193,007 
LEGAL-TENDER NOTES. 
Amount outstanding July 20, 1874.. a 
-" ‘¢ January 14, 1875... ppnenacdgecsouseconegoanssecesses <eenen 382,000,000 
‘¢ retired under Act of January 14, 1875, to May 31, 1878. 35,318,984 
‘* outstanding on and since May 31, 1878. ws 346,681,016 


‘¢ on deposit with the Treasurer U. S. to redeem ‘notes ‘of 
insolvent and liquidating banks, and banks retiring 
circulation under Act of Jume 20, 1874.......0..4 esceees 39792244 
Decrease in deposit during Gee FRE Bi cccccesccccesecsvcocccsee 343,908 
Increase in deposit since July 1, 1883.......cccccecees cs ccceseees ‘ 2,492,463 
H. W. CANNON, Comptroller of the Currency. — 


* Circulation of National gold banks not included in the above, $615,609. 
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NOTES ON 





THE MONEY MARKET. 


NOTES ON THE MONEY MARKET. 


A FINANCIAL AND COMMERCIAL REVIEW. 


The month of June has been one of thorns, instead of roses, in the busi- 
ness world. ‘The panicky conditions of May, that threatened to continue into 
the summer, have been abated, or suppressed, though the causes have not been 
wholly removed. Those conditions may return when the crops begin to 
move and money goes out of New York, in case the result should be in- 
creased stringency. The banks have been able to avert what was threatened 
at the end of May, because money has been easy. At the same time they 
have called in and reduced their loans as fast as possible without causing 
panic in stocks or merchandise. During the current month it is the expecta- 
tion that they will be able to reduce their loans and increase their reserves 
sufficiently to forestall any trouble from the movement of the crops. This 
will begin in August, when winter wheat and oats will be harvested and 
moving in volume, greater or less than usual, according to export demand, 
which now promises to be fair, if not in excess of the increased shipments 
of both during June. In September spring wheat will be coming to market, 
and all the smaller cereal crops, fruits and fodder. October will see the 
root croops marketed, and in November the last of the crops, corn, will begin 
to move. During July and August there will be a larger surplus of old 
crops to come out of farmers’ hands, or from the interior to the seaboard, 
than a year ago. Prices of all but live stock and their products—provisions 
—are lower than then, while the latter are higher and stocks larger. More 
money, therefore, will be wanted this fall than last, as new crops will be con- 
siderably in excess of last year, as will also be the surplus of old ones. 
Hence, there is good cause for the banks to prepare to meet an unusual 
drain upon them this year, beginning with the last half of July, especially 
as the inability of banks in the interior, as well as at commercial centers, to 
loan as freely on grain, will cause more free selling than usual as fast as 
crops are harvested. There is, however, a contingency that may cause a 
smaller and later movement of crops than usual; that is the possibility of 
such large crops and low prices in other countries as to check sales by 
American farmers, should they refuse to accept the market price and hold 
back their surplus. This they should be in fairly good position to do, as 
they have had two more than average good crop years since the short crops 
of 1881, and this, making the third, ought to place the agricultural classes 
in a comparatively easy and independent position, outside of the new States 
and territories. In the latter they are still in debt for their land and improve- 
ments, and will sell at harvest. Should the banks succeed in taking care 
of legitimate trade, which they now seem endeavoring to provide for, there 
need be no. fear of further trouble in commercial circles, unless affected by 
renewed financial disturbances, or by a protraction of the present depression. 
There ought to be a revival of legitimate business with large crops when- 
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ever they shall move, as employment would be given to transportation com- 
panies, warehouse and commission men, as well as to the agricultural inter- 
ests and manufactures dependent upon them. This state of agriculture and 
commerce could only affect manufacturers favorably and improve all our in- 
dustrial interests wherever the excess of over-production has been reduced, 
where forced realizations have ceased, and assortments run so low as to re- 
quire renewal of stocks. 

With these cqnditions, financial affairs should also improve, though not 
until after the first stringency in money, caused by them, has passed away, 
and the consequent increased demand for money has been overtaken by a 
corresponding increase in the supply. This latter will require time to move 
the crops to market. Should Europe buy, as it did in 1878 to 1881, on the 
opening of the crop year, it will only take one to two months to replace 
this drain of money from New York by bills of exchange drawn against 
our exports. On the other hand, should Europe hold off, or take only 
moderate supplies, the money that will soon go into the country will stay 
there till we do market our crops. On this prospect the financial outlook 
is not brilliant, and the chances are that it will not improve this summer, 
if it does before late fali. In the meantime, conservatism is the only safe 
course to pursue in all branches of trade. Until finances materially improve, 
Wall Street will probably get no better, as the policy of the banks is cer- 
tain to depreciate stocks by continued forced sales in payment of loans. 
called in by the banks. 

There seems to be nothing to stop continued liquidation in stocks until the 
banks get back the deposits they have lost since the financial troubles in 
Wall Street began. Confidence has been so shaken that it will come back 
only slowly at best. Hence the most favorable prospect for the near future 
is a dry rot in stocks, in case no one is forced to sudden and violent 
liquidation, in which event a further break is likely in all doubtful securi- 
ties. As there are few which are not considered as such, and even the 
good sympathize with the bad, it does not look like bottom yet, nor safe to 
buy even good stocks, unless one is ready to pay for them and prepared 
to hold them through a further decline and protracted depression. Such 
buyers in the end can lose nothing by purchasing stocks that are now hon- 
estly earning good dividends, provided they are free from further competition. 
As to bonds, the new receivership heresy of paying floating debts before interest 
on first mortgage liens has struck a blow at investors which they have re- 
turned by boycotting all securities of properties under the. management that 
is responsible for this crime against investors, or that are within the juris- 
diction of courts which can be influenced or controlled by railway wreckers. 
As a result, the number of really good investment securities is now very 
limited. Government bonds pay so small interest that many prefer to keep 
their money available and lose interest. To keep their principal safe, many 
who have not governments already are putting their cash in safe deposit 
vaults of which they can hold the key themselves. State bonds and muni- 
cipal are readily salable at a premium whefe there is no cloud upon the 
record of the makers thereof. More money than ever before known in this 
country has been placed in safe deposit vaults in the past month, where it 
is still kept, either in gold or greenbacks. Hence the large decrease in New 
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York bank deposits which does not reappear in the Ceposits of interior 
banks, as money is scarce all over the country. The Chicago banks are 
making few new loans on produce, and are calling in old ones whenever 
they can. 

The troubles in New Orleans were largely due to the inability to get 
bank accommodations. If the centers of the East, West and South are all 
in the same shape, where else can our currency have gone but to be 
hoarded? This is the punishment all banks are suffering because the specu- 
lators’ banks had loaned depositors’ moneys on worthless or doubtful 
stocks which the public would not buy at any price. Upon these they were: 
unable to realize, and were compelled to call upon the associated banks to 
prevent their suspension. This is a lesson that should teach ‘stock-jobbing 
and speculative banks hereafter to do a legitimate business with the legiti-. 
mate business community. It is upon the banks that the near future of 
business of all kinds depends. If they are sound, as no doubt the majority: 
are, and do not allow the weak ones to fasten upon and:involve the good, 
confidence will gradually return after the late ‘‘ big men” of Wall Street 
have liquidated and reduced their holdings to what they can pay for and 
own themselves. As all the markets hang on this hinge, the remarks above 
upon the general commercial situation apply to and cover each. As a rule, 
things are low, if not cheap, and probably cheap if confidence returns, But 
there is yet little, if any, encouragement to buy anything. 

The chief exception to this is provisions, which are dear, especially pork and 
meats, which have been held by the same parties who attempted a year ago 
to corner hog products and failed so disastrously. There can be no other 
outcome this year, and it would have collapsed before this had not the banks 
made some long loans to carry this deal through before the panic in May. 
The infatuation which can persist in such an insane deal as this, is one that 
no honest bank can back unless it has parted with its senses. The longer it 
is carried against the legitimate situation, and in face of these prices, the 
more it will lose, as it did last year, when the banks were saddled with 
McGeoch’s losses and his lard. This is the only deal now attempted, all 
others having been abandoned long ago, excepting temporary squeezes in cor- 
nered stocks. 

Crop prospects, the world over, were never so uniformly brilliant, and the 
tendency on next crop is towards lower prices, barring accidcnts between this 
and harvest. We will have plenty, low prices, and consequently reduced cost 
of living, which will in time stimulate manufactures. But these, too, tend to 
lower prices than ever before. The whole world seems to be entering an 
era of cheapness for everything, after liquidating a period of speculation and 
inflated prices. We have already gone from fictitious to legitimate prices ; 
now we must readjust normal prices to this lower cost of production the 
world over. After that we will be on a sound basis for good times. 


The reports of the New York Clearing-house returns compare as follows: 


1884. Loans. Specie. Legal Tenders. Deposits. Circulation. Surplus, 
Juue 7. « $ 302,608,500 . $46,187,600 . $25,984,700 . $ 283,323,200 . $14,372,200 . $1,341,500- 
“34... 295,883,200. 48,687,400 . 28,577,000 . 281,111,600 » 14,341,100 ° 6,986, 500- 
21... 293,052,700 - 51,348,600 . 28,846,000 . 280,698,100 . 14,399,400 © 10,020,075. 


“ 28... 293,450,500 . 55,817,900 . 28,813,300 . 286,158,300 . 14,384,500 . 13,121,625 
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The Boston bank statement is as follows : 

1884. Loans. Specie. Legal Tenders. Deposits. Circulation, 
May seerees $138,002,100 ..+- $6,610,500 .... $4,576,500 .... $85,747,205 »++- $ 23,201,500 
June 138,641,700 . 6,728,800 .... 4,443,700 .++- 85,803,500 .... 23,274,400 

138,983,800 .... 6,837,000 .... 4,174,600 .... 85,706,000 .... 23,359,600 
138,539,300 .... 6,715,000 .... 3,409,500 «ees 86,876,400 ..e6 23,332,700 
138,159,300 .... 6,773,200 .... 3,695,900 .... 84,324,400 .... 23,418,000 


The Clearing-house exhibit of the Philadelphia banks is as annexed : 


1884, Loans. Reserves. Deposits. Circulation, 
$ 75,548,881 «see $18,960,721 «2-2 $67,004,697 sane $ 8,445,709 

Baccus 75,000,907 00s 18,630,715 -  66,4375950 , 8,426,074 

ZB ecece 745373,014 ee 18,287,842 65,120,091 ee6s 8,439,721 
Bhccccocce 99,084,063 pees 18,528,024 «+++ 69,906,687 YT 8,488,326 
BB.cccccce 73:$25,585 nears 18,291,689 vend 64,436,411 sik 8,416,013 


Our usual quotations for stocks and bonds will be found elsewhere. The 
rates for money have been as follows: 


QUOTATIONS : June 2. June 9. June 16. June 23. June 30. 
Discounts -- 4 @4% -- 4 @4% --4 @4% .. —* 
See OD bak cececenee oo 2 @ 2% .2 @2% ..2 -- 2 @ 2% 
Treasury balances, coin $128,342,776 .. $127,933,692 ..$125,429,614.. $121,790,676 .. $119,417,910 
Do. do. cur. $10,161,228 .. $9,801,702 .. $9,799,376-- $9,557,563 .. $10,094,897 
* Rates for commercial paper are entirely nominal, in consequence of the demand for money on call. 


Sterling Exchange has ranged during June at from 4.85%@4.89 for 
bankers’ sight, and 4.824% @4.86% for 60 days. Paris, francs—5.204% @ 


5.15% for sight, and 5.223(@5.183% for 60 days. The closing rates of the 
month were as follows: Bankers’ sterling, 60 days, $4.81%@$ 4.82; bankers’ 
sterling, sight, $4.834%@$4.84; cable transfers, $4.85@$4.85%. Paris, 
bankers’, 60 days,. 5.224%@5.21% ; sight 5.20@5.193%. Antwerp, commercial, 
60 days, 5.27144@5.264%. Reichmarks (4), bankers’, 60 days, 94% @o04% ; 
sight, 9434@94%. Guilders, bankers’, 60 days, 40@40% ; sight, 404 @4o%. 


DEATHS. 


BIDWELL.—ON June 13, aged fifty years, JAMES E. BIDWELL, Cashier of 
Middlesex County Bank, Middletown, Conn. 

BLAKE.—On June 17, GEORGE BATy BLAKE, of the firm of Blake Bros. 
& Co., Boston, Mass. 

BurRT.—On May 10, aged forty-five years, SAMUEL P. BurT, of the firm 
of S. P. Burt & Co., New Bedford, Mass. 

HUBBELL.—On May 27, S. B. HUBBELL, President of the Exchange Bank, 
Medford, Wis. 

SCHWARTZ.—On June 23, aged sixty-one years, WILLIAM SCHWARTZ, Presi- 
dent of the German-American Bank, Baltimore, Md. 

STEVENSON.—On June 27, JoHN A. STEVENSON, formerly President of the 
Louisiana State Bank of New Orleans. 

THAYER.—On June 6, aged seventy years, CHARLES L. THAYER, formerly 
President of the National City Bank, Boston, Mass. 








